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DEPARTMENT  OF  AGRICULTURE 
Farmers  Home  Administration 
7  CFR  Parts  1822  and  1944 

Rural  Housing  Loan  Policies, 
Procedures,  and  Authorizations; 
Proposed  Redesignation  and  Revision 

agency:  Farmers  Home  Administration, 
USDA 

action:  Proposed  Rule. 

summary:  The  Farmers  Home 
Administration  (FmHA)  proposes  to 
amend  and  redesignate  its  regulations 
regarding  Rural  Housing  Loan  Policies, 
Procedures  and  Authorizations.  This 
redesignation  and  revision  is  designed 
to  facilitate  and  improve  the 
administration  of  services  provided  by 
the  program  and  is  a  result  of  an  Agency 
review  of  regulations  in  accordance  with 
Executive  Order  12044. 

DATE:  Comments  must  be  received  on  or 
before  April  14, 1980. 

ADDRESSES:  Submit  an  original  and 
conformed  copy  of  all  written  comments 
to  the  Office  of  the  Chief,  Directives 
Management  Branch,  Farmers  Home 
Administration,  United  States 
Department  of  Agriculture,  Room  6346, 
Washington,  DC  20250.  All  written 
comments  made  pursuant  to  this  notice 
will  be  available  for  public  inspection  at 
the  address  given  above. 

FOR  FURTHER  INFORMATION  CONTACT: 
Daryl  L.  Grove,  Farmers  Home 
Administration,  USDA,  Room  5341 
South  Agriculture  Building,  14th  and 
Independence,  SW.,  Washington,  D.C. 
20250,  Telephone  202-447-^295. 
SUPPLEMENTARY  INFORMATION:  The 
Farmers  Home  Administration  proposes 
to  amend  its  regulations  to  establish 
under  Chapter  XVIII,  Subchapter  H, 

Title  7  in  the  Code  of  Federal 
Regulations,  a  new  Part  1944  “Housing”, 
Subpart  A  “Section  502  Rural  Housing 
Loan  Policies,  Procedures  and 
Authorizations.”  This  new  Part  1944, 
Subpart  A  will  replace  Part  1822, 
Subparts  A  and  H.  This  proposal 
incorporates  the  following  major 
revisions: 

1.  §  1944.2(g)  A  definition  of 
"extended  family”  is  added. 

2.  §  1944.8(c)(2)  Revision  will  provide 
for  exemption,  when  determining  annual 
adjusted  income,  of  income  received  for 
services  rendered  under  any  volunteer 
program  sponsored  by  ACTION,  and  for 
allowances  paid  by  the  Department  of 
Labor  to  CETA  participants. 

3.  §  1944.8(c)(3)  Provides  for  income 
deduction  when  determining  annual 
adjusted  income,  for  costs  incurred  for 


institutional  type  care  which  cannot  be 
provided  in  the  home. 

4.  §  1944.15(a)(5)  Revision  will  remove 
the  requirement  for  State  Directors  to 
determine  that  longterm  leasing  of 
homesites  is  a  well  established  practice. 

5.  §  1944.16(a)  The  maximum 
allowable  living  area  for  modest  housing 
is  reduced  from  1300  square  feet  to  1150 
square  feet.  The  change  will  provide 
adequate  housing,  reduce  total  cost, 
provide  greater  affordability  by  low- 
income  applicants,  and  allow  more 
applicants  to  obtain  housing. 

6.  §  1944.17(a)  Added  provision  for 
acceptance  of  construction  inspections 
under  an  insured  10  year  warranty  plan 
provided  by  the  builder. 

7.  §  1944.26(a)  Application  processing 
priorities,  and  criteria  by  which  those 
priorities  will  be  established,  are  added 
to  provide  an  opportunity  for  housing 
assistance  to  low-income  applicants 
living  in  deficient  housing. 

8.  §  1944.26(d)  Revision  will  provide  a 
guide  for  the  applicant  interview  to 
increase  the  effectiveness  of  the 
interview. 

9.  §  1944.26(e)  Revision  will  more 
clearly  set  forth  the  services  of  credit 
counseling  which  will  be  provided. 

10.  §  1944.31(c)  Revision  will  require  a 
new  Verification  of  Employment,  if  the 
loan  is  approved  more  than  120  days 
after  the  last  verification,  to  reduce  the 
possibility  of  loan  approval  for  ineligible 
applicants. 

11.  §  1944.33(a)  Revision  adds 
requirement  for  a  new  verification  of 
employment,  if  the  Interest  Credit 
Agreement  will  be  executed  more  than 
120  days  after  the  last  verification,  to 
reduce  the  possibility  of  granting  an 
improper  amount  of  interest  credit.  The 
State  Director  will  be  authorized  to 
allow  loan  closing  when  income  exceeds 
the  moderate  income  after  the  loan  was 
approved. 

12.  §  1944.33(b)  Revision  will  require  a 
new  Verification  of  Employment  if  a 
loan  is  closed  more  than  120  days  after 
loan  approval.  The  State  Director  may 
authorize  loan  closing  when  the  income 
exceeds  the  moderate-income  limit  after 
loan  approval. 

13.  §  1944.33(f)  Revised  to  require 
borrowers  to  make  the  first  three 
monthly  installment  payments  to  the 
county  office  rather  than  to  the  Finance 
Office. 

14.  §  1944.34  Added  to  incorporate 
present  Exhibit  E  of  Part  1822,  Subpart  A 
(Interest  Credit). 

15.  §  1944.34(c)  Revised  to  add  a 
designation  of  approval  authority  for 
interest  credit. 

16.  §  1944.34(d)  Revision  will  increase 
income  limits  for  interest  credit  on 
certain  repair  and  rehabilitation  loans 


from  $3,000, 1%;  $5,000,  2%;  and  $7,000, 
3%  to  $5,000, 1%:  $7,000,  2%:  and  $10,000, 
3%. 

17.  §  1944.34(e)  Revised  to  include 
provision  for  the  recapture  of  interest 
credit. 

18.  §  1944.34(f)(1)  Revised  to  limit  the 
District  Director’s  authority  to  waive  the 
net  worth  limitation  for  initial  interest 
credit  eligibility  to  $20,000  and  to 
provide  a  limitation  of  $100,000  in  total 
assets. 

19.  §  1944.34(f)(5)  Revised  to  increase 
the  maximum  loan  limit  for  Repair  and 
Rehabilitation  loans  from  $7,000  to 
$10,000. 

20.  §  1944.34(g)92)(i)(C)  Revision  adds 
a  requirements  for  a  new  verification  of 
employment,  when  using  the  partial 
advance  feature  of  the  loan 
disbursement  system,  if  the  Interest 
Credit  Agreement  will  be  approved 
more  than  120  days  after  the  last 
verification.  This  will  reduce  the 
probability  of  granting  an  improper 
amount  of  interest  credit. 

21.  §  1944.34(i)(l)  Revision  will  reduce 
the  minimum  interest  credit  required  for 
renewal  during  the  review  period. 

22.  §  1944.34(i)(3)  Revised  to  add  a 
minimum  interest  credit  qualification  for 
required  action  due  to  increased  income 
or  decreased  expenses. 

23.  §  1944.34(j)  (3)  and  (4)  Revised  to 
withhold  cancellation  of  Interest  Credit 
until  appeal  period  has  expired. 

24.  §  1944.45  Added  to  incorporate 
Part  1822,  Subpart  H  (FmHA  Instruction 
444.9  Conditional  Commitments). 

25.  §  1944.46  Added  to  provide  a 
method  by  which  builders  may  obtain 
private  credit  for  construction  financing. 

26. 1944- A  Exhibit  E  Revised  to 
provide  a  time  limit  for  borrowers  to 
return  information  required  for  Interest 
Credit  renewal. 

27. 1944- A  Exhibit  H  Revision  will 
provide  a  format  for  and  evidence  of  the 
applicant  interview. 

28.  Many  editorial  changes  and 
general  reorganization  of  the  regulation 
is  also  proposed. 

29.  “On  December  21, 1979,  President 
Carter  signed  into  law  P.L.  96-153,  the 
Housing  and  Communty  Development 
Amendments  of  1979.  Title  V  of  that  law 
authorizes  and  mandates  certain 
changes  in  section  502  loan  making 
regulations.  Due  to  time  constraints 
these  changes  have  not  been 
incorporated  into  this  proposed  rule. 
FmHA  is  presently  considering  the 
effect  of  the  new  law  on  this  regulation. 
Any  changes  to  the  regulation 
specifically  mandated  by  the  law  will  be 
incorporated  into  the  regulation  when  it 
is  published  as  a  Final  Rule.  Those 
changes  authorized  by  the  law  which 
are  properly  the  subject  of  prior- 
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rulemaking  procedures  will  be  published 
as  a  Proposed  Rule  for  comment.” 

Therefore,  as  proposed.  Part  1822, 
Subpart  A  and  H  are  deleted  and  a  new 
Subpart  A  of  Part  1944  is  added  as 
follows: 

SUBCHAPTER  B— LOANS  AND  GRANTS 
PRIMARILY  FOR  REAL  ESTATE  PURPOSES 

PART  1822— RURAL  LOANS  AND 
GRANTS 

Subpart  A  [Deleted] 

1.  Subpart  A  of  Part  1822  in  hereby 
deleted  from  the  CFR. 

Subpart  H  [Deleted] 

2.  Subpart  H  of  Part  1822  is  hereby 
deleted  from  the  CFR. 

SUBCHAPTER  H— PROGRAM 
REGULATIONS 

PART  1944— HOUSING 

3.  As  proposed.  Subpart  A  of  Part  1944 
is  added  and  reads  as  follows: 

Subpart  A— Section  502  Rural  Housing 
Loan  Policies,  Procedures,  and 
Authorizations 

Sec. 

1944.1  General 

1944.2  Definitions 

1944.3  Loan  Purposes 

1944.4  Loan  Restrictions 
1944.5-1944.7  [Reserved] 

1944.8  Income  Eligibility  Requirements 

1944.9  Other  Eligibility  Requirements 
•1944.10  Rural  Area  Designations 
1944.11  Property  Requirements 
1944.12-1944.14  [Reserved] 

1944.15  Ownership  Requirements  , 

1944.16  Building  Requirements 

1944.17  Maximum  Loan  Amounts 

1944.18  Security  Requirements 
1944.19-1944.21  [Reserved] 

1944.22  Refinancing  Debts 

1944.23  Loans  to  Farm  Ownership, 

Individual  Soil  and  Water  and 
Recreation  Borrowers 

1944.24  Technical  Services 

1944.25  Rates,  Terms,  and  Source  of  Funds 

1944.26  Applications  Processing 
1944.27-1944.29  [Reserved] 

1944.30  Preparation  of  Loan  Docket 

1944.31  Loan  Approval 

1944.32  Actions  Subsequent  to  Loan 
Approval 

1944.33  Loan  Closing 

1944.34  Interest  Credit 
1944.35-1944.36  [Reserved] 

1944.37  Subsequent  Section  502  Loans 

1944.38  Mutual  Self-Help  Housing  Loans 

1944.39  RH  Loans  to  FmHA  Employees  and 
Loan  Closing  Officials 

1944.40  Rural  Housing  Disaster  Loans 
1944.41-1944.43  [Reserved] 

1944.44  Refinancing  RH  Loans 

1944.45  Conditional  Commitments 

1944.46  Construction  Financing  for  Builders 
by  Private  Sources  of  Credit 

1944.47-1944.49  [Reserved] 


Exhibits 

A — Rural  areas  of  10,000  to  20,000  population 
B — Addresses  for  Authentication  of  Alien 
Registration  Cards 

C — Maximum  Adjusted  Income  for  Low- 
Income  Households 

D — Maximum  Adjusted  Income  for  Moderate- 
Income  Households 
E — Interest  Credit  Agreement  Renewal 
El — Borrowers  Receiving  Forms  for 

Renewing  Interest  Credit  Agreements 
E2 — Borrowers  Whose  Renewal  Interest 
Credit  Agreements  or  Notification  of 
Cancellation  have  not  been  received 
F — ^Mutual  Self-Help  Housing  Guidelines 
Fl — Membership  Agreement 
F2 — Promissory  Note 
G — Information  Required  to  Package 
Applications  for  Section  502  Rural 
Housing  Loans 

H — Rural  Housing  Applicant  Interview 
Authority:  (42  USC  1480;  delegation  of 
authority  by  the  Secretary  of  Agriculture,  7 
CFR  2.23;  delegation  of  authority  by  the 
Assistant  Secretary  for  Rural  Development,  7 
CFR  2.70) 

Subpart  A— Section  502  Rural  Housing 
Loan  Policies,  Procedures,  and 
Authorizations 

§  1944.1  General. 

This  Subpart  sets  forth  the  policies 
and  procedures  and  delegates  authority 
for  making  Section  502  Rural  Housing 
(RH)  loans  to  individuals  under  Title  V 
of  the  Housing  Act  of  1949  as  amended. 
The  objective  of  Section  502  loans  is  to 
provide  eligible  persons  who  will  live  in 
rural  areas  an  opportunity  to  obtain 
adequate  but  modest,  decent,  safe,  and 
sanitary  dwellings  and  related  facilities. 
The  requirements  of  Farmers  Home 
Administration  (FmHA)  Instruction 
1901-E  will  be  applied  as  appropriate. 
Loans  and  services  provided  under  this 
Subpart  shall  not  be  denied  to  any 
person  or  applicant  as  a  result  of  race, 
sex,  national  origin,  color,  religion, 
marital  status,  age,  physical  or  mental 
handicap  (applicant  must  possess  the 
capacity  to  enter  into  a  legal  contract  for 
services),  receipt  of  income  from  public 
assistance,  or  because  the  applicant  has, 
in  good  faith,  exercised  any  right  under 
the  Consumer  Protection  Act. 

§  1944.2  Definitions. 

The  following  deHnitions  apply  to  this 
Subpart: 

(a)  Above-Moderate  income.  An 
adjusted  annual  income  that  exceeds 
the  maximum  limit  for  moderate-income 
households  for  the  State  as  provided  in 
Exhibit  D  of  this  Subpart. 

(b)  Adjusted  annual  income.  Annual 
income  as  defined  below,  less  5  percent 
(hereof  and  less  an  additional  $300  for 
each  dependent  minor  person  (excluding 
the  applicant  and  foster  children)  who  is 
a  member  of  the  household. 


(c)  Annual  income.  Planned  income  to 
be  received  by  the  applicant,  and  all 
adults  who  will  live  with  the  applicant 
during  the  next  twelve  months.  See 

§  1944.8(c)  for  supplemental  rules  on 
determining  annual  income. 

(d)  Cosigner.  A  party  who  joins  in  the 
execution  of  a  promissory  note  to 
guarantee  its  repayment  by  the 
borrower.  The  cosigner  becomes  jointly 
and  severally  liable  to  comply  with  the 
terms  of  the  note  in  the  event  of  the 
borrower’s  default. 

(e)  County  Supervisor.  Includes 
Assistant  County  Supervisor  when  in 
the  opinion  of  the  District  Director  and 
County  Supervisor  the  Assistant  has 
sufficient  training  and  experience  to 
properly  perform  the  require, d  actions. 
Delegation  of  authority  shall  be  in 
writing  in  accordance  with  FmHA 
Instruction  2006-F  (available  in  any 
FmHA  office.) 

(f)  Existing  dwelling.  One  which  is  (1) 
more  than  1  year  old,  or  (2)  previously 
occupied  as  a  residence. 

(g)  Extended  family.  A  family  unit 
consisting  of  parents,  children  and  other 
close  relatives,  such  as  grandparents  or 
aunts  and  uncles,  who  will  live  together 
on  a  permanent  basis. 

(h)  Farm.  Includes  the  total  acreage  of 
one  or  more  tracts  of  land  which  (1)  is 
owned  by  the  applicant,  (2)  is  operated 
as  a  single  unit,  (3)  is  in  agricultural 
production,  and  (4)  annually  will 
produce  agricultural  commodities  for 
sale  and  home  use  with  a  gross  value  of 
at  least  $400  based  on  1944  prices.  To 
aid  in  estimating  the  gross  annual  value 
of  agricultural  commodities  produced  on 
a  particular  farm,  a  State  Supplement 
will  be  issued  listing  the  1944  prices  for 
the  principal  farm  commodities  in  the 
State. 

(i)  Household.  The  applicant  and  all 
other  persons  who  will  live  in  the 
applicant's  dwelling. 

(j)  Low  income.  An  adjusted  annual 
income  that  does  not  exceed  the 
maximum  limit  for  low-income 
households  for  the  state  as  provided  in 
Exhibit  C  of  this  Subpart. 

(k)  Moderate  income.  An  adjusted 
annual  income  that  does  not  exceed  the 
maximum  limit  for  moderate-income 
households  for  the  State  as  provided  in 
Exhibit  D  of  this  Subpart. 

(l)  Nonfarm  tract.  A  parcel  of  land 
that  is  not  a  farm  and  is  located  in  a 
rural  area,  or  a  building  site  that  is  part 
of  a  farm,  and  which  secures  an  RH  loan 
in  accordance  with  §  1944.18  (b)  (10). 

(m)  Place.  An  area  containing  a 
concentration  of  inhabitants  within  a 
determinable  unincorporated  area. 

(n)  Rehabilitation.  Major  repairs  and 
improvements  to  existing  dwellings  such 
as  the  installation  or  completion  of 
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bathroom  facilities,  installation  of  major 
items  of  equipment,  additions,  or 
structural  changes. 

(o)  Senior  citizen.  A  “senior  citizen”  is 
a  person  who  is  82  years  of  age  or  older. 

(p)  Town.  A  “town"  means  a 
municipality  similar  to  a  city  but  not  a 
New  England-type  town  which 
resembles  a  township  or  country  in  most 
States. 

(q)  Urban  area.  Either  a  town,  village, 
city,  place  or  any  associated 
combination  thereof,  which  with  the 
immediately  adjacent  densely  settled 
areas  has  a  population  in  excess  of  the 
limits  prescribed  in  §  1944.10  (a)(2)(i) 
and  (ii). 

§  1944.3  Loan  purposes. 

(a)  A  loan  may  be  made  to  an  eligible 
applicant  for  the  following  purposes: 

(1)  To  buy,  build,  rehabilitate,  improve 
or  relocate  a  dwelling  and  provide 
related  facilities  for  use  by  the  applicant 
as  a  permanent  residence. 

(2)  To  buy,  build,  rehabilitate,  improve 
or  relocate  a  dwelling,  and  provide 
related  facilities  for  a  farm  owner  to 
provide  housing  to  be  occupied  by  the 
farm  manager,  tenants,  sharecroppers  or 
farm  laborers. 

(3)  To  refinance  secured  or  unsecured 
debts  as  provided  in  §  1944.22. 

(b)  A  loan  made  under  §  1944.3  (a)(1) 
or  (2)  may  be  used  to: 

(1)  Purchase,  in  fee  title,  a  minimum 
adequate  site  on  which  the 
improvements  are  or  will  be  located,  if 
the  applicant  does  not  own  an  adequate 
site. 

(2)  Pay  reasonable  acquisition  cost  for 
a  leasehold  interest  in  a  minimum 
adequate  site  at  the  time  of  making  the 
initial  RH  loan. 

(3)  Provide  an  adequate  and  safe 
water  supply  and/ or  an  adequate 
sewage  disposal  facility. 

(4)  Provide  site  preparation,  including 
grading,  foundation  plantings,  seeding  or 
sodding  of  lawns,  trees,  walks,  yard 
fences  and  driveways  to  building  sites. 

(5)  Purchase  and  install  essential 
equipment  in  the  dwelling  including 
items  such  as  a  range,  refrigerator, 
clothes  washer  or  clothes  dryer,  if  these 
items  are  normally  sold  with  dwellings 
in  the  area  and  if  purchase  of  these 
items  is  not  the  primary  purpose  of  the 
loan. 

(6)  Provide  special  design  features  or 
equipment  when  necessary  because  of 
physical  handicap  or  disability  of  the 
applicant  or  a  member  of  the  household. 

(7)  Purchase  and  install  approved 
furnaces  and  space  heaters  which  use  a 
type  of  fuel  that  is  commonly  used,  and 
is  economical  and  dependably 
available. 


(8)  Provide  storm  cellars,  and  similar 
protective  structures. 

(9)  Pay  incidental  expenses  such  as 
fees  for  credit  reports,  tax  monitoring 
service,  legal,  architectural,  surveying 
and  other  technical  services. 

(10)  Pay  reasonable  connection  fees 
for  utilities  such  as  water,  sewer, 
electric  or  gas,  which  are  requried  to  be 
paid  by  the  borrower  and  which  cannot 
be  paid  from  other  funds. 

(11)  Pay  the  borrower’s  share  of  Social 
Security  taxes  for  labor  hired  by  the 
borrower  in  connection  with  making  the 
planned  improvements. 

(12)  Pay  real  estate  taxes  which  are 
due  and  payable  on  the  building  and/or 
site  at  the  time  of  closing  on  an  initial 
loan,  if  this  amount  is  not  a  substantial 
part  of  the  loan. 

(13)  To  establish  escrow  accounts  for 
the  payment  of  real  estate  taxes  or 
property  insurance  premiums  in  those 
states  where  the  use  of  escrow  accounts 
is  authorized  by  the  National  Office. 

(14)  Provide  living  area  for  all 
members  of  the  applicant’s  household, 
including  “extended  family,”  as 
provided  in  §  1944.18(a)(5). 

(15)  Pay  part  of  the  cost  of 
constructing,  remodeling,  repairing  or 
buying  a  domestic  water  system  or 
waste  disposal  system,  provided  that 
the  following  conditions  are  met,  unless 
exceptions  are  authorized  by  the 
National  Office: 

(i)  'The  facility  must  be  jointly  owned 
and  used  by  not  more  than  10 
participants. 

(ii)  The  domestic  water  or  waste 
disposal  system  cannot  be  provided 
with  a  Soil  and  Water  (SW)  association 
loan. 

(iii)  The  group  must  act  as  individuals 
and  not  as  a  legal  entity  such  as  a 
partnership,  corporation  or  association. 

(iv)  The  facility  will  be  located  in  a 
rural  area  and  will  be  used  only  for 
normal  home  use. 

(v)  The  applicant  will  give  FmHA  a 
mortgage  as  required  in  §  1944.18(a}, 
including  the  applicant’s  interest  in  the 
system  if  it  is  practical  to  mortgage  the 
system.  The  interest  of  any  co-owners  of 
the  jointly  owned  facility  who  are  not 
applicants  may  be  excluded  from  the 
mortgage  on  prior  approval  by  the  State 
Director,  as  provided  in  §  1944.18(b)(8). 

(vi)  ’The  owners  have  written 
agreements  as  to  the  construction,  use, 
maintenance  and  repair  of  the  facility 
and  obtain  necessary  jointly  owned 
easements. 

(vii)  The  facility  will  cost  not  more 
than  $50,000  or  have  a  depreciated 
replacement  value  that  does  not  exceed 
$50,000  if  such  facility  is  being 
purchased,  enlarged,  or  improved. 


(viii)  All  funds  to  be  used  to  Hnance 
construction  or  installation  of  the  joint 
facility  will  be  deposited  in  a  supervised 
bank  account. 

§  1944.4  Loan  restrictions. 

(a)  Loans  will  not  be  made  to:  (1)  A 
corporation  or  cooperative  association. 

(2)  A  homestead  entryman  or  desert 
entryman  to  improve  the  entry  prior  to 
receipt  of  patent. 

(b)  Loan  funds  may  not  be  used  to:  (1) 
Buy  or  repair  income-producing  land  or 
buildings  to  be  used  for  income- 
producing  purposes. 

(2)  Pay  fees,  charges  or  commissions 
such  as  finder’s  fees,  fees  for  packaging 
the  application  or  placement  fees  for  the 
referral  of  prospective  applicants  to 
FmHA. 

§  1944.5-1944.7  [Reserved] 

§  1944.8  Income  eligibility  requirements. 

(a)  An  applicant  is  eligible  for  a 
Section  502  loan  only  if  the  following 
requirements  are  met: 

(1)  The  adjusted  annual  income  of  the 
applicant’s  household  as  defined  in 

§  1944.2(b)  does  not  exceed  the 
applicable  income  limit  in  Exhibit  D. 
Exceptions  to  this  requirement  may  be 
authorized  by  the  State  Director  in 
accordance  with  §  1944.33  (a)  or  (b),  or 
by  the  National  OfHce. 

(2)  Adequate  repayment  ability, 
considering  possible  eligibility  for 
interest  credit  as  provided  in  §  1944.34, 
is  demonstrated  in  the  following 
manner: 

(i)  The  applicants  have  adequate  and 
dependably  available  income  to  meet 
living  expenses,  pay  taxes,  insurance 
and  maintenance  costs,  and  to  make 
required  payments  on  all  obligations 
including  the  Section  502  loan;  or 

(ii)  ’The  applicants  obtain  a  co-signer 
with  dependably  available  income 
which,  together  with  the  applicants’ 
income,  will  be  sufficient  to  repay  the 
loan.  The  co-signer  must  be  an 
individual  but  may  not  be  a  member  of 
the  applicant’s  household. 

(b)  All  those  adult  members  of  the 
household  whose  income  must  be 
included  to  meet  the  repayment 
requirements  in  paragraph  (a)(2)(i)  of 
this  section  will  be  considered 
applicants,  and  their  signatures  on  the 
promissory  note  will  be  required  as 
necessary  to  assiu'e  repayment. 

(c)  Annual  income  as  defined  in 
§  1944.2(c)  will  be  determined  as 
follows: 

(1)  Income  from  all  sources  is  included 
except  as  provided  in  paragraph  (c)(2)  of 
this  section.  Income  sources  include,  but 
are  not  limited  to: 

(i)  Gross  income  from  wages,  salaries, 
and  commissions. 
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(ii)  All  expected  overtime  and  bonus 
income  which  can  reasonably  be 
considered  dependable. 

(iii)  All  net  farm  and  nonfarm 
business  income.  Projected  farm  or 
nonfarm  business  losses  will  be 
considered  as  “0”  in  determing  annual 
income. 

(iv)  Pensions,  Social  Security,  welfare, 
and  unemployment  compensation. 

(v)  Child  support  payments  and  other 
payments  made  on  behalf  of  minors. 

(vi)  The  income  of  an  applicant’s 
spouse  unless: 

(A)  The  spouse  has  been  living  apart 
from  the  applicant  for  at  least  six 
months  or  court  proceedings  for  divorce 
or  legal  separation  have  been 
commenced,  and 

(B)  The  applicant  is  informed  and 
agrees  that  should  the  spouse  begin  to  . 
live  in  the  dwelling  that  the  spouse’s 
income  will  then  be  counted  toward 
annual  income  and  the  applicant  may  be 
required  to  graduate  to  other  credit,  and 

(C)  The  spouse  signs  the  security 
instrument,  if  necessary  for  FmHA  to 
obtain  adequate  security  (as  provided 
by  State  supplement). 

(vii)  GI  bill  benefits,  fellowships, 
scholarships,  and  assistantships. 

(viii)  Alimony,  or  other  spousal 
support  payment. 

(ix)  Proceeds  from  the  ^ale  of 
equipment,  mineral  rights  or  real  estate 
sold  under  long-term  contract  (usually 
more  than  3  years). 

(2)  The  following  income  will  not  be 
included  in  determining  annual  adjusted 
income,  although  it  may  be  included 
under  §  1944.26  (b)(2)  and  (e)  for 
documenting  repayment  ability: 

(i)  Income  received  by  a  full  time 
student  [who  is  not  the  applicant  or  co¬ 
applicant)  from  employment  or  income 
from  GI  Bill  benefits,  fellowships, 
scholarships,  or  assistantships  for 
schooling. 

(ii)  Proceeds  from  the  sale  of 
equipment,  mineral  rights,  or  real  estate 
sold  under  a  short  term  contract  (usually 
3  years  or  less). 

(iii)  Cash  value  of  food  stamps,  real 
estate  tax  exemptions,  or  similar  types 
of  assistance. 

(iv)  Payments  received  for  the  care  of 
foster  children  or  for  services  rendered 
as  a  volunteer  on  a  project  sponsored  by 
any  of  the  following  programs: 

(A)  Retired  Senior  Volunteer  Program.  • 

(B)  Foster  Grandparent  and  Older 
American  Community  Service  Programs 
(as  either  a  foster  grandparent,  senior 
health  aid  or  senior  companion). 

(C)  National  Volunteer  Programs  to 
Assist  Small  Business  and  Promote 
Volunteer  Service  by  Person  With 
Business  Experience. 


(D)  Peace  Corp,  VISTA,  or  any  other 
volunteer  program  sponsored  by 
ACTION. 

(v)  Allowances  paid  by  the 
Department  of  Labor  to  CETA 
participants.  (Wages  paid  by  the 
employers  of  CETA  workers  will  be 
included). 

(3)  In  determining  the  applicant’s 
annual  income  the  following  deductions 
are  allowed: 

(i)  A  deduction  may  be  made  in  the 
same  manner  as  outlined  in  Internal 
Revenue  Service  (IRS)  regulations  for 
the  exhaustion,  wear  and  tear,  and 
obsolescence  of  depreciable  property 
used  in  the  applicant’s  trade,  business, 
or  farming  operation.  The  applicant 
must  provide  an  itemized  schedule 
showing  the  depreciation  claimed.  The 
schedule  should  be  consistent  with  the 
amount  of  depreciation  actually  claimed 
for  these  items  for  Federal  Income  tax 
purposes. 

(ii)  A  deduction  may  be  made  in  the 
sme  manner  as  outlined  in  IRS 
regulations  for  necessary  work  related 
expenses  actually  paid  by  the  employee 
in  excess  of  the  amount  reimbursed  by 
the  employer.  The  deduction  must  be 
reasonable  and,  in  the  judgment  of  the 
approving  official,  should  be  deducted 
from  an  employee’s  income  to  reflect 
annual  income  on  an  equal  basis  with 
other  employed  persons.  Deductions, 
however,  are  not  permitted  for  the 
following: 

(A)  Transportation  to  and  from  work. 

(B)  Cost  of  meals  incurred  on  one  day 
business  trips. 

(C)  Educational  expenses  except 
those  incurred  to  meet  the  minimum 
requirements  for  the  employee’s  present 
position. 

(D)  Fines  and  penalties  for  violation  of 
laws. 

(iii)  A  maximum  aggregrate  deduction 
of  $400  per  month  may  be  made  for  child 
care  or  disabled  dependent  care.  The 
deduction  will  be  limited  to 
expenditures  actually  paid  to  enable  the 
applicant  to  be  gainfully  employed. 
Payments  for  these  services  may  not  be 
made  to  persons  whom  the  borrower  is 
entitled  to  claim  as  personal  deductions 
for  income  tax  purposes.  Full 
justification  for  such  deduction  must  be 
recorded  in  detail  in  the  applicant’s  loan 
docket. 

(iv)  A  maximum  aggregate  deduction 
of  $400  per  month  may  be  made  for  full 
time  nursing  home  or  institutional  type 
care  which  cannot  be  provided  in  the 
home,  for  a  member  of  the  household. 
Such  care  must  be  expected  to  be 
required  for  a  period  of  six  months  or 
more.  The  deduction  will  be  limited  to 
expenditures  actually  paid  for  such 
services. 


§  1944.9  Other  eligibility  requirements. 

In  addition  to  the  income  eligibility 
requirements  of  §  1944.8,  the  applicant 
must: 

(a)  Qualify  as  one  of  the  following: 

(1)  A  person  who  does  not  own  an 
adequate  dwelling,  or 

(2)  A  farmowner  without  decent,  safe 
and  sanitary  housing  for  the 
farmowner’s  own  use  or  for  the  use  of 
farm  tenants,  sharecroppers,  farm 
laborers,  or  farm  manager. 

(b)  Be  without  sufHcient  resources  to 
provide  the  necessary  housing  or  related 
facilitites,  and  be  unable  to  secure  the 
necessary  credit  from  other  sources 
upon  terms  and  conditions  which  the 
applicant  could  reasonably  be  expected 
to  fulfill.  If  the  applicant  has  only  an 
undivided  interest  in  the  land  to  be 
improved,  those  co-owners  whose 
execution  of  the  mortgage  is  required 
under  §  1944.18(b)(8)  must  also  be 
unable  to  provide  the  improvement  with 
their  own  resources  or  obtain  the 
necessary  credit  elsewhere  either 
individually  or  jointly  with  the 
applicant. 

(c)  Be  a  natural  person  (individual) 
who  resides  as  a  U.S.  citizen  in  any  of  <• 
the  50  States,  the  Commonwealth  of 
Puerto  Rico,  the  U.S.  Virgin  Islands, 
Guam,  American  Samoa,  the 
Commonwealth  of  the  Northern  Mariana 
Islands,  or  the  Trust  Territory  of  the 
Pacific  Islands,  or  who  resides  in  one  of 
the  foregoing  areas  after  being  legally 
admitted  for  permanent  residence  or  on 
indefinite  parole.  Applicants  other  than 
citizens  must  be  either  permanent 
residents  or  on  indefinite  parole. 
Permanent  residents  can  verify  their 
status  by  presentation  of  Form  1-151 
“Alien  Registration  Receipt  Card’’. 

Those  on  indetinite  parole  must  present 
Form  1-94  “Arrival/Departure  Card’’. 

The  County  Supervisor  must  further 
authenticate  such  information  through 
the  Immigration  and  Naturalization 
Service  if  the  authenticity  of  the 
information  provided  is  in  doubt  (See 
Exhibit  B). 

(d)  Possesses  legal  capacity  to  incur 
the  loan  obligation,  and  have  reached 
the  legal  age  of  majority  in  the  State,  or 
have  had  the  disability  of  minority 
removed  by  court  action. 

(e)  Have  the  potential  ability  to 
personally  occupy  the  home  on  a 
permanent  basis,  if  the  loan  is  to 
provide  housing  for  the  applicant’s  own 
use.  To  illustrate,  because  of  the 
probability  of  their  being  transferred  or 
moving  after  graduation,  military 
personnel  on  active  duty  and  full-time 
students  will  not  be  granted  loans 
unless: 

(1)  The  applicant,  if  military 
personnel,  will  be  discharged  at  an  early 
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date  (usually  within  1  year).  The  family 
must  continue  to  occupy  the  home  in 
case  the  borrower  is  transferred  to 
another  duty  station  before  discharge, 
and 

(2)  The  applicant  intends  to  make  the 
home  a  permanent  residence  and  there 
are  reasonable  prospects  that 
employment  will  be  available  in  the 
area  after  graduation  or  discharge,  and 

(3)  An  adult  member  of  the  household 
will  be  available  to  make  inspections  if 
the  home  is  being  constructed  and  to 
sign  checks  for  work  performed. 

(f)  Have  a  credit  history  which 
indicates  a  reasonable  ability  and 
willingness  to  meet  obligations  as  they 
become  due.  The  following  will  not 
indicate  an  unacceptable  credit  history: 

(1)  "No  history”  of  credit  transactions 
by  the  applicant. 

(2)  Bankruptcies,  foreclosures, 
judgments,  or  delinquent  payment 
records  which  occurred  more  than  36 
months  before  the  application  if  no 
recent  similar  situations  have  occurred. 

(3)  Isolated  incidents  of  delinquent 
payments  which  do  not  represent  a 
general  pattern  of  unsatisfactory  or  slow 
payment. 

(4)  Recent  bankruptcy,  foreclosure, 
judgment  or  delinquent  payment  when 
the  applicant  can  satisfactorily 
demonstrate  that: 

(i)  The  circumstances  causing  any  of 
the  above  were  of  a  temporary  nature 
and  were  beyond  the  applicant’s 
control.  Example:  loss  of  job;  delay  or 
reduction  in  government  benefits,  or 
other  loss  of  income;  increased  living 
expenses  due  to  illness,  death,  etc. 

(ii)  The  adverse  action  or  delinquency 
was  the  result  of  a  refusal  to  make  full 
payment  because  of  defective  goods  or 
services  or  as  a  result  of  some  other 
justifiable  dispute  relating  to  the  goods 
or  services  purchased  or  contracted  for. 

(g)  A  loan  will  not  be  made  to  an 
applicant  whose  previous  FmHA  debts 
have  been  settled  pursuant  to  Subpart  A 
of  Part  1956,  of  this  Chapter,  or  by 
release  from  personal  liability  under 
Subpart  A  of  Part  1955,  as  reflected  by 
the  County  Office  records,  or  where 
settlement  under  such  regulation  is 
contemplated,  unless  (1)  failure  to  pay 
the  indebtedness  was  the  result  of 
circumstances  beyond  the  applicant’s 
control,  (2)  the  conditions  which 
necessitated  the  debt  settlement  or 
release,  other  than  weather  hazards, 
disasters,  or  price  fluctuations,  have 
been'  removed  or  will  be  removed  by 
making  the  loan,  (3)  before  approving 
the  property  or  causing  such  an 
applicant  to  incur  any  expenses  in 
connection  with  the  loan  the  County 
Supervisor  will  complete  Form  FmHA 
431-2,  “Farm  and  Home  Plan,”  or  Form 


431-3,  “Family  Budget,”  and  send  it  with 
the  application,  any  available  case 
folders  and  recommendations  to  the 
State  Office  for  a  determination  as  to 
whether  to  proceed  with  the 
development  of  the  loan  docket. 

§  1944.10  Rural  area  designation. 

(a)  For  the  purposes  of  this  Subpart,  a 
rural  area  is: 

(1)  Open  country  which  is  not  part  of 
or  associated  with  an  urban  area,  or 

(2)  Any  town,  village,  city  or  place, 
including  the  immediately  adjacent 
densely  settled  area,  which  is  not  part  of 
or  associated  with  an  urban  area  and 
which: 

(i)  has  a  population  not  in  excess  of 
10, OCX)  if  it  is  rural  in  character,  or 

(ii)  has  a  population  in  excess  of 
10,(N)0  but  not  in  excess  of  20,000,  and 

(A)  is  not  contained  within  a  Standard 
Metropolitan  Statistical  Area  (SMSA), 
and 

(B)  has  a  serious  lack  of  mortgage 
credit  for  low-  and  moderate-income 
households  as  determined  by  the 
Secretary  of  Agriculture  and  the 
Secretary  of  Housing  and  Urban 
Development. 

(b)  A  determination  that  open  country, 
or  any  town,  village,  city,  or  place  is  not 
part  of  or  associated  with  an  urban  area 
must  include  a  finding  that  any  densely 
populated  section  of  the  area  in  question 
is  separated  from  the  densely  populated 
section  of  any  adjacent  urban  area  by 
open  spaces  (which  are  undeveloped, 
agricultural,  or  sparsely  settled)  other 
than  open  spaces  due  to  physical 
barriers,  commercial  or  industrial 
developments,  public  parks  and  similar 
open  spaces,  and  areas  reserved  for 
recreational  purposes.  This 
determination  should  also  consider  such 
other  factors  as: 

(1)  The  existence  of  known  plans  for 
development  of  a  substantial  portion  of 
the  intervening  land  between  the  area  in 
question  and  an  urban  area  within  the 
near  future  (e.g.,  3  to  5  years). 

(2)  Separate  school  systems  and 
separate  utilities  such  as  water  and 
sewer  and  solid  waste  disposal; 
however,  consolidated  schools  and/or 
combined  facilities  do  not  necessarily 
indicate  being  “associated  with”, 

(c)  Two  or  more  towns,  villages,  cities, 
and  places  may  have  contiguous 
boundaries,  and  each  be  considered 
separately  if  they  are  not  otherwise 
associated  with  each  other,  as 
determined  after  consideration  of 
paragraphs  (a)  and  (b)  of  this  section. 

(d)  The  latest  official  Bureau  of  the 
Census  data  or  more  recent  reliable 
population  counts  will  be  used  in 
determining  population. 


(e)  The  State  Director  will  be 
responsible  for  determining  boundaries 
or  rural  areas  and  shall  issue  an 
appropriate  State  Supplement  to  identify 
such  areas  by  list  and  maps.  Areas  in 
excess  of  lO.OCX)  population  will  not  be 
identified  as  “rural  areas"  in  a  State 
Supplement  unless  identified  as  an 
eligible  area  in  Exhibit  A  of  this 
Subpart. 

(f)  When  a  change  of  designation  from  ^ 
rural  to  nonniral  is  anticipated,  all 
developers  and  other  interested  parties 
should  be  notified. 

(g)  If  an  area  designation  is  changed 
from  rural  to  nonniral,  loans  may  be 
made  only  in  the  following  instances: 

(1)  Applications  received  prior  to  the 
change  of  designation  may  be 
processed. 

^  (2)  New  conditional  commitments  will 
be  issued  and  existing  conditional- 
commitments  will  be  honored  only  in 
conjunction  with  the  approval  of  an  RH 
loan  application  which  was  received 
prior  to  the  date  the  area  was 
designated  non-niral. 

(3)  Credit  sales  and  transfers  by 
assumption  may  be  processed  in  such 
areas  as  authorized  by  §  1955.103(e)  of 
Subpart  C  of  Part  1955,  and 

§  1872.18(c)(i)  of  Subpart  A,  Part  1872, 
(FmHA  Instruction  465.1  paragraph 
XVIII  C  1  a). 

(4)  Subsequent  loans  may  be  made  on 
property  in  an  area  where  the 
designation  was  changed  from  rural  to 
nonrural  after  the  initial  loan  was  made, 
to  make  necessary  repairs  in  connection 
with  a  credit  sale  of  inventory  property, 
and  to  make  necessary  repairs  and/or  to 
pay  equity  in  connection  with  an 
assumption  and  transfer  of  an  RH  loan 
and  the  property  securing  it.  Subsequent 
loans  may  not  be  made  to  existing 
borrowers  in  a  nonrural  area. 

§1944.11  Property  requirements. 

(a)  The  property  on  which  the  loan  is 
made  must  be  located  on  a  farm,  or  in  a 
designated  rural  area  as  defined  in 

§  1944.10  or  in  an  area  the  designation  of 
which  has  been  changed  as  provided  in 
§  1944.10(g).  A  nonfarm  tract  to  be 
purchased  or  improved  with  loan  funds 
must  not  include  or  be  closely 
associated  with  farm  service  buildings. 

(b)  Access  to  the  property  must  be  via 
an: 

(1)  All-weather  street  which  has  been 
dedicated  to  and  accepted  by  a  public 
body  which  shall  be  responsible  for 
continuous  maintenance,  or 

(2)  Extended  driveway  if: 

(i)  The  driveway  does  not  serve  more 
than  two  individual  dwellings, 

(ii)  The  applicant  obtains  title  or  an 
easement  to  the  driveway  and  it  is 
included  in  the  security  for  the  loan,  and 
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(iii)  The  maintenance  cost  for  the 
driveway  is  considered  in  determining 
the  applicant’s  repayment  ability. 

(c)  If  the  property  is  being  purchased 
with  loan  funds,  it  may  not  be  larger 
than  a  minimum  adequate  site,  which  is 
the  smallest  area  sufficient  for  the 
dwelling,  related  facilities,  and  a  yard. 

In  determining  whether  the  property  is  a 
minimum  adequate  site  the  following 
considerations  apply: 

(1)  In  case  of  purchase  of  a  site  on 
which  to  construct  a  dwelling,  or 
purchase  of  a  new  dwelling  and  site,  the 
site  should  be  not  more  than  one  acre  of 
land  unless  more  than  one  acre  is 
needed  to  provide  for  an  adequate  water 
supply  or  waste  disposal  system. 

(2)  When  an  existing  dwelling  is  being 
purchased  or  debts  are  being  reHnanced, 
the  site  may  include  more  than  one  acre 
but  not  more  than  a  few  acres  of  land 
with  no  income-producing  potential 
under  the  following  conditions: 

(i)  When  an  existing  dwelling  is  being 
purchased,  the  seller  will  sell  the 
dwelling  only  with  the  entire  site  on 
which  it  is  located  and  the  cost  of  extra 
land  is  not  a  substantial  portion  of  the 
loan,  or 

(iij  In  a  reHnancing  case,  the  extra 
land  cannot  be  sold  for  a  signiHcant 
amount. 

(3)  In  all  cases,  the  buying  of  a  site  of 
more  than  one  acre  must  be  fully 
justified  and  the  reasons  recorded  in  the 
loan  docket. 

(d)  Loans  made  to  buy,  build,  or  repair 
dwellings  located  in  an  area  having 
special  flood  or  mudslide  hazards  are 
subject  to  the  conditions  of  Subpart  B  of 
Part  1806,  Subchapter  A  of  this  Chapter 
(FmHA  Instruction  426.2). 

§§  1944.12-1944.14  [Reserved] 

§  1944.15  Ownership  requirements. 

(a)  At  the  time  of  loan  closing,  the 
applicant  must  have  an  interest  in  the 
property  to  be  purchased,  improved,  or 
refinanced,  which  qualifies  as  one  of  the 
following: 

(1)  Full  marketable  title. 

(2)  The  purchaser’s  interest  under  a 
land  purchase  contract  which  obligates 
payment  of  the  purchase  price,  gives  the 
rights  of  present  possession,  control  and 
beneficial  use  of  the  property,  and 
entitles  the  purchaser  to  a  deed  upon 
paying  all  or  a  speciHc  part  of  the 
purchase  price. 

(3)  An  undivided  fee  interest  if  the  co-  • 
owners  meet  the  security  requirements 
imposed  by  $  1944.18(b)(8). 

(4)  A  life  estate  interest  with  rights  of 
present  possession,  control  and 
beneHcial  use  of  the  property  if  the 
remaindermen  meet  the  security 
requirements  imposed  by  S  1944.18(b)(9). 


(5)  Leasehold  interest  if  all  of  the 
following  conditions  are  met: 

(i)  The  applicant  is  unable  to  obtain 
fee  title  to  the  property  and  the  rent 
charged  for  the  lease  does  not  exceed 
the  rate  being  paid  for  similar  leases. 

(ii)  The  lessor  owns  the  fee  simple 
title. 

(iii)  Neither  the  leasehold  nor  the  fee 
simple  title  is  subject  to  a  prior  lien, 
unless  the  county  Supervisor  submits 
complete  information  to  the  State 
Director  for  review  and  authorization 
prior  to  approval  of  the  loan.  The 
amount  of  the  RH  loan  plus  any  prior 
liens  may  not  exceed  the  recommended 
market  value  of  the  leasehold. 

(iv)  The  written  lease  contains  the 
following  provisions: 

(A)  The  lessor’s  consent  to  the  RH 
mortgage: 

(B)  Automatic  renewal  at  the  option  of 
FmHA  for  as  long  as  there  is  an  FmHA 
lien  on  the  property. 

(C)  Reasonable  security  of  tenure.  The 
borrower’s  interest  must  not  be  subject 
to  summary  forfeiture  or  cancellation. 

(D)  The  right  of  FmHA  to  foreclose  the 
RH  mortgage  and  well  without 
restrictions  that  would  adversely  affect 
the  market  value  of  the  security. 

(E)  The  right  of  FmHA  to  bid  at 
foreclosure  sale  or  to  accept  volimtary 
conveyance  of  the  security  in  lieu  of 
foreclosure. 

(F)  The  right  of  FmHA,  after  acquiring 
the  leasehold  throiigh  foreclosure  or 
voluntary  conveyance  in  lieu  of 
foreclosure,  or  in  event  of  abandonment 
by  the  borrower,  to  occupy  the  property 
or  sublet  it,  and  to  sell  for  cash  or  credit. 
In  case  of  a  credit  sale,  FmHA  will  take 
a  mortgage  with  rights  similar  to  those 
under  the  original  RH  mortgage. 

(G)  The  right  of  the  borrower,  in  the 
event  of  default  or  inability  to  continue 
with  the  lease  and  the  RH  loan,  to 
transfer  the  leasehold,  subject  to  the  RH 
mortgage,  to  an  eligible  transferee  with 
assiunption  of  the  RH  debt. 

(H)  Advance  notice  of  at  least  90  days 
to  FmHA  of  lessor’s  intention  to  cancel 
or  terminate  the  lease.  Such  advance 
notice  will  be  long  enough  to  permit 
FmHA  to  ascertain  the  amount  of 
delinquencies,  the  total  amount  of  the 
lessor’s  and  any  other  prior  interests, 
and  the  market  value  of  the  leasehold 
interest  and,  if  litigation  is  involved,  to 
refer  the  case  with  a  report  of  the  facts 
to  the  United  States  Attorney  for 
appropriate  action. 

(I)  ^press  provisions  convering  the 
question  of  liability  of  FmHA  for  unpaid 
rentals  or  other  charges  accrued  at  die 
time  it  acquires  possession  of  the 
property  or  title  to  the  leasehold,  and 
those  which  become  due  during  FmHA’s 


possession  or  ownership,  pending 
further  servicing  or  liquidation. 

(])  Any  necessary  provisions  to  assure 
fair  compensation  to  the  lessee  for  any 
part  of  the  premises  taken  by 
condemnation. 

(v)  The  lease  has  an  unexpired  term, 
from  the  date  of  loan  approval,  of  at 
least  50  years  (a  lease  for  25  years  with 
an  option  to  the  lessee  to  renew  for  an 
additional  25  years  would  be  considered 
a  50  year  lease)  except  where: 

(A)  A  lease  is  granted  for  the  piupose 
of  permitting  a  person  to  obtain  an  RH 
loan  and  the  time  required  to  process 
and  approve  the  loan  results  in  the 
unexpired  term  of  the  lease  being  not 
less  Uian  49  years,  or 

(B)  A  lease  is  in  existence  at  least  1 
year  prior  to  the  date  of  the  loan 
approval,  and  the  unexpired  term  of  the 
lease  is  at  least  50  percent  longer  than 
the  repayment  period  of  the  loan.  In  no 
case  may  the  unexpired  term  of  the 
lease  be  less  than  15  years. 

(6)  Possessory  rights  on  an  Indian 
reservation  or  State-owned  land  if  the 
security  requirements  imposed  by 

§  1944.18(b)(2]  are  met. 

(7)  The  interest  of  an  Indian  in  land 
held  in  severalty  under  trust  patents  or 
deeds  containing  restrictions  against 
alienation  if  the  security  requirements 
imposed  by  §  1944.18(b)(3)  are  met. 

(b)  If  an  applicant’s  title  to  any  part  of 
the  property  does  not  qualify  as  an 
ownership  interest  under  paragraph  (a) 
of  this  section  and  is  therefore  defective, 
an  RH  loan  may  nevertheless  be  made 
if: 

(1)  The  defect  cannot  be  cured  at  a 
reasonable  cost,  and 

(2)  No  improvements  to  be 
constructed  or  repaired  with  loan  funds 
will  be  located  on  the  parcel  to  which 
title  is  defective,  and 

(3)  No  security  value  will  be  accorded 
to  the  parcel  to  which  title  is  defective. 

§  1944.16  Building  requirements. 

(a)  New  dwellings  to  be  built  or 
purchased  must  provide  decent,  safe 
and  sanitary  housing  that  is  modest  in 
size,  design,  and  cost,  and  consistent 
with  the  market  and  other  dwellings 
owned  or  being  built  in  the  area  by 
others  with  similar  income. 

(1)  The  dwelling  will  contain  no  more 
than  1,150  square  feet  of  living  area,  3 
bedrooms,  and  1  bathroom,  unless  the 
applicant  has  an  unusually  large  family. 
The  following  will  be  considered  in 
determining  living  area: 

(i)  Living  area  will  include  all  Bnished 
areas  as  well  as  unHnished  areas  that 
are  designed  for  or  normally  considered 
as  living  area.  This  will  include  those 
areas  which  meet  the  Housing  and 
Urban  Development  (HUD)  Minimum 
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Property  Standards  (MPS)  requirements 
for  habitable  area  and  will,  for  example, 
include  at  least  one-half  of  the  lower 
level  in  split  foyer,  raised  ranch,  split 
level  design,  or  the  first  and  second  floor 
area  of  the  Cape  Cod  type  design.  Area 
of  stairways  between  living  areas, 
enclosed  entryways,  or  enclosed 
stairways  need  not  be  considered  as 
living  area, 

(ii)  Living  area  will  not  include  such 
space  as  a  patio,  garage,  porch  not 
suited  for  year-round  use,  basement  or 
other  areas  not  designed  for  living  area. 

(iii)  If  the  dwelling  does  not  have  a 
basement,  living  area  will  not  include 
space  necessary  for  utilities. 

(2)  Special  design  features  or 
equipment  may  be  included  when 
necessary  because  of  physical  handicap 
or  disability. 

(3)  Two-car  garages  or  carports  will 
not  be  authorized.  Single-car  garages  or 
carports  may  be  included  if  customarily 
included  in  other  homes  in  the  area. 

(4)  Approved  wood  burning  devices 
may  be  authorized,  however,  fireplaces 
may  be  authorized  only  as  a 
supplemental  source  of  heat  when 
justified  for  the  specific  applicant.  Solar 
systems  will  be  used  only  with  prior 
authorization  by  the  State  Director. 

(5)  A  dwelling  for  an  extended  family 
as  defined  in  $  1944.2(g)  may  include 
bedroom  area  with  an  exterior  entrance 
and  an  additional  bathroom.  This  area 
should  be  designed  in  a  manner  that  will 
not  adversely  affect  the  home’s  potential 
for  resale. 

(b)  Existing  dwellings  purchased  with 
RH  funds  must  be  structurally  soimd, 
functionally  adequate,  and  either  be  in 
good  repair  or  placed  in  good  repair 
with  loan  funds.  The  policies  stated  in 
paragraph  (a)(1)  of  this  section  should 
be  used  as  a  guide  in  making  a 
determination  of  adequate  but  modest 
existing  dwellings. 

(c)  Any  dwelling  repaired  with  RH 
funds  must  be  structurally  sound, 
functionally  adequate,  and  be  placed  in 
good  repair  with  loan  funds.  If  the  loan 
is  not  more  than  $5,000  and  is  scheduled 
for  repayment  in  not  more  than  15  years 
from  the  date  of  the  note,  the  dwelling 
may  lack  some  equipment  or  features 
such  as  a  complete  bath,  kitchen 
cabinets,  closets,  or  completely  finished 
interior  in  some  rooms.  Such  dwellings 
must  meet  the  basic  housing  needs  of 
the  applicant  and  provide  decent,  safe, 
and  sanitary  living  conditions  when  the 
improvements  financed  with  the  loan 
are  completed. 

(d)  Improvements  financed  with  loan 
funds  must  be  on  land  which,  after  loan 
closing,  is  part  of  a  tract  owned  by  the 
borrower  in  accordance  with 


§  1944.15(a),  or  on  an  easement 
appurtenant  to  such  a  tract. 

§  1944.17  Maximum  loan  amounts. 

(a)  An  RH  loan  to  buy  or  build  a 
dwelling  may  be  made  up  to  the  market 
value  of  the  security  less  the  unpaid 
principal  balance  and  past-due  interest 
of  any  other  liens  against  the  security 
property  for: 

(1)  An  existing  dwelling  which  is  more 
than  a  year  old  or  previously  occupied 
as  a  residence. 

(2)  A  new  dwelling  when  any  of  the 
following  conditions  exist: 

(i)  A  conditional  commitment  was 
issued  in  accordance  with  §  1944.45. 

(ii)  The  RH  loan  will  be  closed  prior  to 
the  start  of  construction. 

(iii)  Construction  is  financed  in 
accordance  with  §  1944.46. 

(iv)  If  the  required  inspections  were 
made  by  FHA  or  VA.  A  complete  set  of 
plans  and  specifications  will  be 
submitted  together  with  copies  of 
inspection  reports  or  certification  by 
FHA  or  VA  indicating  the  dwelling  was 
built  in  accordance  with  approved  plans 
and  specifications.  The  builder  will  also 
furnish  a  certification  of  compliance 
with  FmHA  thermal  standards  for  new 
construction  as  required  by  §  1924-A. 

(v)  If  the  dwelling  was  constructed 
under  an  insured  10  year  warranty  plan. 
The  builder  will  provide  complete  plans 
and  specifications  together  with  a 
certification  that  construction  was 
completed  in  compliance  with  the  plans 
and  specifications,  HUD-FHA  Minimum 
Property  Standards  and  FmHA  thermal 
standards  for  new  construction.  The 
cost  of  the  insured  warranty  will  be 
included  in  the  sale  price  of  the 
dwelling,  if  it  is  to  be  charged  to  the 
borrower. 

(b)  Except  as  provided  in  paragraph 

(c)  of  this  section  a  loan  will  be  limited 
to  90  percent  of  the  market  value  of  the 
security  for  any  dwelling  that  does  not 
meet  the  requirements  of  paragraph  (a) 
of  this  section. 

(c)  A  loan  in  excess  of  the  amounts 
specified  in  paragraphs  (a)  and  (b)  of 
this  section  may  be  made  when  the 
recommended  market  value  is  exceeded 
by  all  or  part  of  a  lien  held  by  a  public 
body,  hospital  or  welfare  institution  for 
advances  made  for  medical  bills, 
welfare  payments,  or  state  motor  vehicle 
judgments  provided; 

(1)  The  borrower  is  imable  to  settle  or 
compromise  such  lien  sufficiently  to 
avoid  exceeding  the  market  value,  and 

(2)  The  lien  securing  the  excess 
amount  will  at  all  times  be  inferior  to 
the  FmHA  mortgage  securing  the  initial 
loan  and  any  subsequent  loan  or 
advances  determined  by  the  FmHA  to 
be  reasonably  necessary  to  carry  out  the 


purpose  of  the  initial  loan  or  to  protect 
the  Government’s  financial  interest,  and 

(3)  The  existence  of  the  excess  lien 
will  not  jeopardize  the  security  or 
servicing  so  as  to  preclude  the  making  of 
a  sound  RH  loan,  and 

(4)  The  borrower  has  the  ability  to 
meet  any  payments  on  the  excess  debt 
as  they  become  due  or  are  likely  to 
become  due. 

§  1944.18  Security  requirements. 

(a)  Adequate  security.  To  protect  the 
interests  of  FmHA  all  loans  must  be 
adequately  secured.  Except  as  provided 
in  paragraph  (b)  of  this  section,  a  loan  is 
adequately  secured  only  when  all  of  the 
following  requirements  are  met: 

(1)  FmHA  obtains  at  closing  a 
mortgage  on  all  ownership  interests  in 
the  entire  tract. 

(2)  No  liens  prior  to  the  FmHA 
mortgage  exist  at  the  time  of  closing, 
and  no  junior  liens  are  likely  to  be  taken 
immediately  subsequent  to  or  at  the 
time  of  closing. 

(3)  The  provisions  of  Part  1807  of  this 
Chapter  (FmHA  Instruction  427.1) 
regarding  title  clearance,  and  the  use  of 
legal  services  are  complied  with. 

(b)  Exceptions.  Exceptions  to  the 
usual  security  requirements  will  be 
made  as  follows: 

(1)  Note  only.  A  loan  of  $2,500  or  less 
scheduled  for  repayment  in  not  more 
than  10  years  from  the  date  of  the  note 
may  be  secured  by  the  borrower’s 
promissory  note  alone  when  the  County 
Supervisor  determines  that; 

(1)  The  applicant  has  a  good 
reputation  for  paying  debts  promptly; 

(ii)  The  applicant  is  in  a  strong 
financial  position  and  will  have 
sufficient  income  to  readily  meet  all 
obligations;  and 

(iii)  The  applicant’s  equity  in  the  real 
estate  as  improved  equals  or  exceeds 
the  amount  of  the  proposed  loan. 

(2)  Mortgage  insurance.  When  the 
applicant  is  the  holder  of  possessory 
rights  on  an  Indian  reservation  or  State- 
owned  land,  adequate  security  in  the 
form  of  mortgage  insurance  from  a  State 
agency  or  Indian  tribe  will  be 
acceptable.  Separate  State  Supplements 
covering  loan  approval,  title  clearance, 
closing,  appropriate  loan  documents  and 
a  Memorandum  of  Understanding  with 
the  State  or  Indian  tribe  insuring  agency 
should  be  developed  and  used  with  the 
approval  of  the  State  Director  and  the 
concurrence  of  the  Office  of  General 
Counsel  (OGC).  Approval  of  such 
supplements  by  the  National  Office  is 
required  prior  to  participation  in  any 
such  program. 

(3)  Indian  land.  Indian  land  in  trust  or 
restricted  status  acquired  with  an  RH 
loan  will  remain  in  trust  or  restricted 


Federal  Register  /  Vol.  45,  No.  32  /  Thursday,  February  14,  1980  /  Proposed  Rules 


10247 


status.  In  these  cases  mortgages  must  be 
approved  by  the  Secretary  of  the 
Interior.  When  a  lien  is  to  be  taken  on 
trust  or  restricted  property,  the  local 
Bureau  of  Indian  Affairs  (BIA) 
representative  will  be  requested  to 
furnish  advice  and  information  with 
respect  to  the  property  and  each 
applicant.  The  FmHA  State  Director 
should  arrange  with  the  BIA  Area 
Director  or  other  appropriate  local  BIA 
official  as  to  how  the  information  will  be 
requested  and  furnished.  A  State 
Supplement  will  be  issued  to  prescribe 
the  actions  to  be  taken  by  FmHA 
personnel  to  implement  the  making  of 
loans  under  such  conditions. 

(4)  Best  mortgage  obtainable.  Loans  of 
$5,000  or  less  scheduled  for  repayment 
in  not  more  than  15  years  hrom  the  date 
of  the  note  must  be  secured  by  a 
mortgage,  except  as  provided  in 
paragraph  (b)(1)  of  this  section,  but  title 
clearance  and  the  use  of  legal  services 
in  accordance  with  Part  1807  of  this 
Chapter  (FmHA  Instruction  427.1)  are 
not  required.  The  best  mortgage 
obtainable  without  use  of  these 
procedures  will  be  sufficient  unless  the 
loan  approval  official  determines  that 
the  procedures  in  Part  1807  of  this 
Chapter  (FmHA  Instruction  427.1)  are 
necessary  to  assure  repayment  or 
accomplish  the  objective  of  the  loan. 
Evidence  of  ownership  must  comply 
with  §  1944.24(d)(2). 

(5)  Leasehald.  When  the  applicant 
owns  only  a  leasehold  interest,  FmHA 
may  not  require  a  mortgage  on  the 
lessor’s  interest  but  will  treat  the 
lessee’s  interest  like  any  other  type  of  . 
ownership  interest  in  determining 
whether  a  mortgage  on  the  leasehold  is 
required.  The  lease  must  meet  the 
requirements  of  §  1944.15(a)(5)  (iv)  and 
(v).  In  any  State  in  which  applicants  are 
likely  to  own  a  leasehold  interest,  the 
State  Director  will  issue  a  State 
Supplement  outlining  the  technical 
requirements  for  making  such  loans. 

(6)  Security  by  junior  Hen.  FmHA  may 
take  a  junior  mortgage  as  security  for  an 
RH  loan  if: 

(i)  The  prior  mortgage  does  not 
contain  provisions  that  may  jeopardize 
FmHA’s  security  position  or  the 
borrower’s  ability  to  repay  the  loan, 
such  as  provisions  for  future  advances, 
forfeiture,  cancellation,  foreclosure 
without  adequate  notice  to  junior 
lienholders:  or 

(ii)  Such  provisions  are  satisfactorily 
limited,  modified,  or  waived;  or 

(iii)  The  prior  lien  is  subordinated  to 
the  FmHA  lien;  or 

(iv)  The  tract  which  will  secure  the 
FmHA  mortgage  provides  adequate 
security  for  the  entire  prior  lien  debt  and 
the  RH  loan. 


(7)  Liens  junior  to  FmHA  lien.  Liens 
junior  to  the  FmHA  lien  will  be  allowed 
at  closing  or  inunediately  subsequent  to 
closing  only  when: 

(i)  The  junior  lien  will  not  interfere 
with  the  purposed  or  repayment  of  the 
RH  loan,  and 

(ii)  The  total  amount  of  the  RH  loan, 
the  junior  lien,  and  any  prior  liens  will 
not  exceed  the  market  value  of  the 
security  except  as  provided  in 

§  1944.17(c). 

(8)  Undivided  interest.  When  the 
applicant  owns  an  undivided  interest  in 
the  property,  the  co-owners’  interests 
need  not  be  included  in  the  mortgage  in 
the  following  cases: 

(i)  When  one  or  more  of  the  co-owners 
are  not  legally  competent  or  cannot  be 
located  or  the  ownership  rights  are 
divided  among  such  a  large  number  of 
co-owners  that  it  is  not  practical  for  all 
their  interests  to  be  mortgaged,  the 
mortgaging  of  interests  not  exceeding  50 
percent  may  be  excluded  from  the 
security  requirements  upon  prior 
approval  by  the  State  Director.  The 
State  Director  should  review  the  County 
Supervisor’s  recommendation 
accompanied  by  a  full  statement  of 
ownership  and  conditions  which  justify 
the  exclusion.  All  legally  competent  co- 
owners  using  or  occupying  the  property 
will  be  required  to  sign  the  mortgage. 
Co-owners  will  be  required  to  sign  the 
note  when  necessary  for  a  sound  loan  or 
to  obtain  the  required  security.  The  loan 
may  not  exceed  the  percentage  of  the 
market  value  of  the  property 
represented  by  the  interests  of  the 
owners  who  sign  the  mortgage.  In 
determining  such  value,  consideration 
will  be  given  to  any  adverse  effect 
which  might  result  from  sale  of  the 
mortgaged  interests  separately  from  the 
nonmortgaged  interests. 

(ii)  When  an  applicant  owns  an 
undivided  interest  in  part  of  a  farm  and 
seeks  a  loan  to  build  or  improve 
facilities  on  another  part  in  which  the 
applicant  owns  the  entire  interest,  or  the 
applicant  owns  only  an  undivided 
interest  in  a  building  site  which  will  be  a 
part  of  the  farm,  the  interest  of  the 
applicant’s  co-owners  may  be  excluded 
from  the  security  requirements  upon 
approval  by  the  State  Director  if: 

(A)  The  loan,  will  be  adequately 
secured  by  the  applicant’s  equity  in  the 
wholly  owned  tract 

(B)  The  market  value  of  the  jointly 
owned  tract  is  at  least  equal  to  the  debts 
against  it,  and 

(C)  The  applicant’s  participation  in 
the  joint  ownership  of  part  of  the  farm 
and  its  operations  has  been  and  is  likely 
to  continue  to  be  successful. 

(9)  Life  estate.  When  the  applicant 
owns  a  life  estate  interest  in  the 


property,  the  remaindermen’s  interests 
need  not  be  included  in  the  mortgage  if 
one  or  more  of  the  remaindermen  are 
not  legally  competent  or  cannot  be 
located  or  if  the  remainder  rights  are 
divided  among  such  a  large  number  of 
remaindermen  that  it  is  not  practicable 
to  obtain  the  signatures  of  all  the 
remaindermen.  In  that  case,  the 
mortgaging  of  remainder  interests,  not 
exceeding  50  percent  of  the  total 
remainder  interest  may  be  excluded 
from’the  security  requirements  upon 
prior  approval  by  the  State  Director.  The 
State  Director  should  review  the  County 
Supervisor’s  and  District  Director’s 
recommendations  accompanied  by  a 
memorandum  stating  complete 
ownership  information  and 
circumstances  which  justify  the 
exclusion.  In  such  cases,  the  loan  may 
not  exceed  the  percentage  of  market 
value  of  the  property  represented  by  the 
interests  of  those  remaindermen  who 
sign  the  mortgage,  determined  with  due 
regard  to  all  adverse  factors  involved. 
Remaindermen  will  be  required  to  sign 
the  note  when  necessary  for  a  sound 
loan  or  to  obtain  the  required  security. 

(10)  Farm  dwelling.  Wlien  the 
applicant  is  the  owner  of  a  farm,  a 
mortgage  may  be  taken  only  on  the 
dwelling  and  dwelling  site  provided  the 
following  conditions  can  be  met: 

(i)  The  tract  to  be  mortgaged  must  not 
include  or  be  close  to  farm  service 
buildings,  must  be  in  a  good  residential 
location,  be  otherwise  suitable  as  a 
residential  type  of  nonfarm  tract, 
provide  adequate  security  for  the  loan, 
and  be  contiguous  to  a  public  road,  or 

(11)  The  tract  to  be  mortgaged  must 
contain  at  least  enough  land  to  clearly 
provide  adequate  security  for  the  loan 
and  to  make  the  tract  readily  saleable  in 
the  area. 

(11)  Defective  title.  A  real  estate 
parcel  to  which  title  is  defective  may  be 
excluded  from  the  mortgage  if  the  loan 
will  be  otherwise  adequately  secured, 
and  the  loan  approval  official,  with  the 
advice  of  OGC,  determines  that: 

(i)  'The  applicant’s  interest  cannot  be 
subjected  to  a  recordable  mortgage 
recognized  by  the  State  law,  or 

(ii)  To  include  the  parcel  would 
unduly  complicate  loan  servicing  or 
liquidation. 

(c)  Additional  security.  When 
necessary  to  supplement  the  applicant’s 
equity  in  the  farm  or  nonfann  tract  to  be 
mortgaged,  or  to  facilitate  servicing  the 
loan,  FmHA  may  also  take  a  mortgage 
on  other  real  estate  owned  by  the 
applicant. 

(d)  Assignment  of  income  from  real 
estate  to  be  mortgaged.  Income  to  be 
received  by  the  borrower  from  royalties, 
leases,  or  other  existing  agreements 
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under  which  the  value  of  the  real  estate 
security  will  be  depreciated  will  be 
assigned  and  disposed  of  in  accordance 
with  §  1872.11  of  Part  1872,  of  this 
Chapter  (FmHA  Instruction  465.1, 
paragraph  XI),  and  the  provisions  for 
written  consent  of  any  prior  lienholder. 
In  small  nonfarm  tract  cases,  the  State 
Director  may  authorize  withholding 
transmittal  of  assignment  to  lessees  for 
execution  until  production  begins.  The 
State  Director  may,  in  individual  cases, 
waive  the  requirement  of  taking  an 
assignment  if: 

(1)  The  security  is  otherwise 
adequate, 

(2)  Repayment  of  the  loan  is 
reasonably  assured  from  other  sources, 

(3)  The  income  has  already  been 
committed  for  other  purposes  or  must  be 
relied  on  by  the  applicant  for  essential 
living  or  operating  expenses,  or 

(4)  The  income  is  so  small  that  the 
execution  of  an  assignment  is  not 
justified. 

§§  1944.19-1944.21  [Reserved] 

§  1944.22  Refinancing  debts. 

Loan  funds  may  be  used  for 
refinancing  debts  other  than  those  owed 
to  FmHA  only  under  the  following 
conditions: 

(a)  The  debt  was  incurred  by  the 
applicant  at  least  5  years  prior  to  the 
date  the  application  is  Hied  and  all  of 
the  following  conditions  are  met: 

(1)  Present  creditors  or  other  sources 
of  credit  will  not  give  rates  and  terms  on 
the  existing  debts  that  the  applicant 
reasonably  can  be  expected  to  meet. 

(2)  The  debts  were  incurred  for 
purposes  for  which  a  Section  502  RH 
loan  could  have  been  made  or  are 
advances  by  the  mortgagee  for  items 
covered  by  the  mortgage  to  be 
refinanced,  such  as  accrued  interest, 
insurance  premium  or  real  estate  tax 
advances  and  preliminary  foreclosure 
costs. 

(3)  Payments  on  the  debt  are  so 
seriously  delinquent  that  the  applicant  is 
likely  to  lose  the  dwelling  at  an  early 
date  if  the  debt  is  not  refinanced,  or  the 
applicant  will  experience  a  financial 
hardship  in  repaying  the  existing  debts 
and  the  FmHA  loan  when  the  FmHA 
loan  is  for  improvement,  rehabilitation 
or  repair. 

(4)  The  debts  constitute  a  lien  against 
the  property  on  which  a  mortgage  will 
be  taken  to  secure  the  RH  loan. 

(5)  A  statement  of  each  debt  showing 
the  purpose  for  which  the  debt  was 
incurred,  the  date  on  which  it  was 
incurred,  the  Hnal  due  date,  interest 
rate,  annual  installment,  unpaid 
principal  and  accrued  interest  will  be 
obtained.  If  all  or  any  part  of  any  debt  is 


to  be  refinanced,  the  amount  necessary 
to  settle  the  account  in  full  or  to  bring 
the  account  current  will  be  ascertained. 

(b)  Debts  or  costs  incurred  after  the 
date  of  application  may  be  retinanced  if 
the  costs  were  incurred  for: 

(1)  Fees  for  legal,  architectural  and 
other  technical  services,  or 

[2)  Materials,  construction  or  site 
acquisition.  The  County  Supervisor  may 
authorize  the  use  of  RH  funds  to  pay 
such  costs  only  when  all  of  the  following 
conditions  exist: 

(i)  The  costs  were  incurred  after  the 
applicant  filed  a  written  application  for 
a  loan  but  before  the  loan  was  closed.  In 
the  case  of  a  subsequent  loan  to 
complete  improvements  previously 
planned,  the  costs  must  have  been 
incurred  after  the  initial  loan  was 
closed. 

(ii)  The  applicant  is  unable  to  pay 
such  costs  from  personal  resources  or  to 
obtain  credit  from  other  sources  and 
failure  to  authorize  the  use  of  RH  funds 
to  pay  such  costs  would  jeopardize  the 
applicant’s  capability  of  repaying  the 
loan. 

(iii)  The  construction  or  repair  work 
conforms  to  that  shown  on  the  building 
plans  and  specifications  or  Form  FmHA 
424-1,  “Development  Plan,”  when 
applicable,  and  the  costs  were  incurred 
for  authorized  Section  502  loan 
purposes.  - 

§  1944.23  Loans  to  farm  ownership  (FO), 
individual  soil  and  water  (SW),  and 
recreation  (RL)  borrowers. 

A  Section  502  loan  may  be  made  to  an 
FO,  SW,  or  RL  borrower  or 
simultaneously  with  an  FO  loan  and  a 
loan  from  another  lender  if  all 
conditions  of  this  Subpart  are  met.  In 
these  cases,  the  borrower’s  current  FO, 
SW,  or  RL  loan  may  be  reamortized  in 
accordance  with  §  1951.40  of  Subpart  A. 
Part  1951. 

§  1944.24  Technical  services. 

(a)  Planning  and  performing 
construction  work.  Any  construction  _ 
work  will  be  planned  and  completed  in 
accordance  with  Subpart  A  of  Part  1804, 
of  this  Chapter  (FmHA  Instruction 
424.1). 

(b)  Planning  and  performing  site 
development  work.  Any  site 
development  will  be  planned  and 
completed  in  accordance  with  Subpart  D 
of  Part  1804,  of  this  Chapter  (FmHA 
Instruction  424.5). 

(c)  Appraisal.  The  value  of  property 
securing  RH  loans  will  be  determined  as 
follows: 

(1)  When  a  mortgage  will  be  taken  on 
a  nonfarm  tract  or  small  farm,  or  on  a 
leasehold  interest  in  a  nonfarm  tract  or 
small  farm,  to  secure  a  loan  of  more 


than  $5,000,  an  appraisal  of  the  security 
property  will  be  made  in  acordahce  with 
FmHA  Instruction  422.3  (availability  in 
any  FmHA  office).  A  small  farm  for  the 
purpose  of  this  Subpart  is  a  farm  as 
defined  in  §  1944.2  (h)  of  this  Subpart 
which  has  value  prinianly  as  a 
residence  rather  than  for  the  production 
of  agricultural  commodities.  Repayment 
of  the  RH  loan  will  not  be  primarily 
dependent  on  farm  income. 

(2)  When  a  mortgage  will  be  taken  on 
a  farm  tract  or  leasehold  interest  in  a 
farm  tract  to  secure  a  loan  of  more  than 
$5,000,  an  appraisal  of  the  security 
property  will  be  made  in  accordance 
with  Subpart  A  of  Part  1809,  of  this 
Chapter  (FmHA  instruction  422.1). 

(3)  When  the  loan  amount  will  be  not 
more  than  $5,000,  an  appraisal  of  the 
real  estate  or  leasehold  interest  is  not 
required,  unless  the  County  Supervisor 
or  loan  approval  official  is  uncertain  as 
to  the  adequacy  of  the  security. 

(4)  When  a  loan  is  being  made  to  an 
FmHA  real  estate  borrower  and  the 
FmHA  appraisal  report  in  the 
borrower’s  case  folder  indicates  the 
value  of  the  security  property  is 
adequate  to  secure  the  total  real  estate 
indebtedness,  including  the  planned 
loan,  an  appraisal  is  not  required. 

(5)  Real  estate  mortgaged  as 
additional  security  will  be  appraised 
when  it  represents  a  substantial  portion 
of  the  security  for  the  loan  or  when 
requested  by  the  loan  approving  official. 

(6)  When  real  estate  is  to  be  given  as 
security  and  an  appraisal  is  not  made, 
the  County  Supervisor  will  indicate  on  a 
separate  sheet  the  estimate  of  the 
market  value  of  the  property. 

(d)  Title  Clearance  and  legal  services. 

(1)  When  real  estate  will  be  taken  as 
security  except  on  a  best  mortgage 
obtainable  basis  (including  a  mortgage 
on  a  leasehold),  title  clearance  and  legal 
services  for  making  and  closing  the  loan 
will  be  provided  in  accordance  with  part 
1807,  of  this  Chapter  (FmHA  Instruction 
427.1).  Title  clearance  and  legal  services 
will  not  be  requested  until  the  loan  is 
approved. 

(2)  When  real  estate  will  not  be 
mortgaged  or  when  the  best  real  estate 
mortgage  obtainable  is  taken  in  security 
without  title  clearance  or  use  of  legal 
services,  each  applicant  will  be  required 
to  submit  evidence  of  ownership  of  the 
farm  or  nonfarm  tract.  This  may  be  the 
original  or  a  certified  or  photostatic 
copy  of  the  deed,  purchase  contract,  or 
other  instrument  evidencing  ownership. 
When  the  County  Supervisor  is 
uncertain  as  to  whether  or  not  the 
applicant  is  a  qualified  owner,  such 
action  will  be  taken  as  the  County 
Supervisor  considers  necessary,  such  as 
requiring  the  applicant  to  furnish 
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additional  information  or  obtaining  the 
advice  of  the  OGC  regarding  the 
evidence  of  ownership  submitted  and 
any  further  information  or  action  that 
may  be  needed.  Proof  of  ownership, 
need  not  be  as  much  as  that  required  by 
Part  1807,  of  this  Chapter  (FmHA 
Instruction  427.1).  For  example,  it  may 
include  such  evidence  as  the  levy  and 
payment,  in  the  applicant’s  name,  of 
taxes  on  the  real  estate  and  a^davits 
by  others  in  the  community  to  the  effect 
that  the  applicant  has  occupied  the 
property  as  the  apparent  owner  for  a 
given  length  of  time  and  is  believed  and 
generally  reputed  to  be  the  owner.  No 
loan  will  be  made  if  the  County 
Supervisor  has  actual  knowledge  that 
the  applicant  does  not  have  a  valid  title 
to  the  property. 

§  1944.25  Rates,  terms,  and  source  of 
funds. 

(a)  Source  of  funds.  Insured  loan 
funds  from  the  Rural  Housing  Insurance 
Fund  (RHIF)  will  be  used  for  all  Section 
502  loans. 

(b)  Interest  rate  per  annum  on  unpaid 
principal.  Loans  will  be  made  at  interest 
rates  specibed  in  FmHA  Instruction 
440.1,  Exhibit  B  (available  in  any  FmHA 
office). 

(c)  Amortization.  Each  loan  will  be 
scheduled  for  repayment  over  a  period 
not  to  exceed  33  years  from  the  date  of 
the  note  or  such  shorter  period  as  may 
be  necessary  to  assure  that  the  loan  will 
be  adequately  secured,  taking  into 
account  the  probability  of  depreciation 
of  the  security.  A  loan  not  secured  by  a 
real  estate  mortgage  will  be  scheduled 
for  repayment  over  a  period  not  to 
exceed  10  years  from  the  date  of  the 
note. 

(d)  Interest  credit.  Low-income 
borrowers  may  be  eligible  for  an  interest 
credit  subsidy  which  can  reduce  the 
borrower’s  effective  interest  rate  to  as 
low  as  1  percent.  The  policies  and 
procedures  for  granting  and  servicing 
interest  credit  on  RH  loans  are  set  forth 
in  §  1944.34. 

§  1944.26  Applicatk)n  processing. 

(a)  Processing  priorities.  Thirty  days 
prior  to  the  beginning  of  each  period  for 
which  funds  are  allocated  to  the  County 
Ofbce,  ususally  each  quarter,  the 
County  Supervisor  will  rank 
applications  on  hand,  for  which 
processing  has  not  begun,  to  establish  a 
processing  order  in  accordance  with  the 
following  priorities  which  are  in 
decending  order.  A  running  record  will 
be  attached  to  each  application,  which 
will  include  complete  documentation  of 
the  information  and  source  to  justify 
each  priority  item.  Each  applicant  will 
be  provided  a  full  explanation  of  the 


priorities  for  processing  and  will  be 
advised  of  the  priorities  for  which  the 
applicant  qualifies.  The  applicant  will  i 
also  be  advised  that  only  those 
applications  for  which  funds  are 
available  in  that  funding  period  will  be 
processed,  and  processing  order  will  be 
redetermined  at  the  beginning  of  each 
funding  period  considering  all 
applications  on  hand  and  for  which 
processing  had  not  begun  at  that  time. 
Priorities  will  be  based  solely  and 
directly  on  the  following  objectives 
standards. 

(1)  Subsequent  loans  necessary  to 
complete  transfers  by  assumption  or 
credit  sales,  and  subsequent  loans  to 
present  borrowers  for  essential  repairs 
or  weatherization  purposes. 

(2)  Loans  for  repair  and  rehabilitation 
which  are  necessary  to  remove  health 
and ’safety  hazards  for  applicants  who 
presently  own  and  occupy  a  home. 

(3)  Households  presently  living  in 
deficient  housing  which  includes  at  least 
one  of  the  following  conditions: 

(i)  Lack  of  complete  plumbing  which 
includes  at  least  a  bathtub  or  shower, 
wash  basin,  flush  toilet  and  hot  running 
water. 

(ii)  Overcrowding  with  more  than  1 
person  per  room.  The  determination  of 
the  number  of  rooms  in  a  dwelling  will 
include  living  rooms,  dining  rooms, 
kitchen,  and  any  other  rooms  designed 
for  living  area. 

(4)  Total  household  income  is  less 
than  50  percent  of  the  median  income 
for  the  area,  provided  the  income  is 
sufficient  to  repay  the  loan  requested. 

(5)  Low-income  participants  in 
Farmers  Home  Administration  ' 
Authorized  Mutual  Self-Help  projects. 

(6)  Household  of  two  or  more  persons. 

(7)  Earliest  date  of  application. 

(b)  Veterans  preference.  Veterans 
preference  will  apply  within  each 
priority  criteria  when: 

(1)  There  is  a  shortage  of  funds. 

(2)  Obligating  forms  are  ready  to  be 
submitted  to  the  finance  office,  and 

(3)  There  is  more  than  one  application 
having  the  same  date. 

(c)  Appeal.  Since  the  priority  given 
any  applicant  is  based  on  objective 
standards  and  does  not  deny  or  reduce 
FmHA  assistance,  the  placing  of  an 
application  in  a  particular  priority  is  not 
a  decision  appealable  under  FmHA 
Instruction  1900-8. 

(d)  Application  forms. 

(1)  Applications  for  Section  502  RH 
loans  will  be  made  on  Form  FmHA  410- 
4,  '‘Application  for  Rural  Housing  Loans 
(Nonfarm  Tract)”,  or  Form  FmHA  410-1, 
"Application  for  FmHA  Services”, 
which  are  available  at  local  County 
Offices,  and  processed  in  accordance 


with  Subpart  A  of  Part  1910  of  this 
Chapter. 

(2)  If  Form  FmHA  410-4  does  not 
provide  sufficient  information  to  clearly 
determine  the  applicant’s  repayment 
ability,  or  if  the  applicant  needs  Credit 
counseling.  Form  FmHA  431-3  will  be 
completed  by  the  applicant  and  County 
Supervisor.  In  preparing  Form  FmHA 
431-3  the  following  will  be  considered: 

(i)  Non-cash  items  {e.g.,  food  stamps, 
scholarships,  free  clothing,  or 
transportation  which  help  reduce  the 
applicant’s  budgeted  expenses)  will  be 
properly  documented,  and  budgeted 
expenses  will  be  reduced  accordingly. 

(ii)  Income  from  all  sources  not  used 
to  determine  adjusted  annual  income, 
such  as  earnings  from  employment  of 
minors  or  full-time  students,  foster  care 
payments,  and  similar  income  items, 
will  be  considered,to  the  extent  it  is 
used  to  offset  budgeted  expenses  even 
though  such  income  will  not  be  included 
in  "annual  income.” 

(3)  An  applicant  who  completes  Form 
Fi^A  410-1  will  also  complete  Form 
FmHA  431-2  as  prescribed  in  Subpart  B, 
Part  1924  of  this  Chapter.  In  preparing 
Form  431-2,  the  provisions  of 
paragraphs  (2)  (i)  and  (ii)  of  this  section 
will  apply  to  allow  consideration  of  all 
income  and  non-cash  items.  When  a 
loan  is  to  be  made  to  a  non-operator 
farmowner,  the  columns  in  Tables  B  and 
C  pertaining  to  the  operator’s  share  will 
be  changed  to  the  owner’s  share.  If  an 
application  is  being  considered  early  in 
the  crop  year  for  a  borrower  who  has  a 
current  Form  FmHA  431-2,  such  form 
will  be  revised  to  show  changes  in  the 
financial  statement  and  significant 
changes  in  the  planned  operation. 
However,  if  the  crop  year  is  well 
advanced  or  completed,  a  farm  and 
home  plan  will  be  developed  for  the 
ensuing  year.  The  applicant  will  also 
complete  Form  FmHA  431-1,  “Long- 
Time  Farm  and  Home  Plan”,  when 
needed. 

(e)  Applicant  interview.  A  personal 
interview  will  be  conducted  by  FmHA 
employees  with  all  applicants  before 
approval  of  the  requested  loan.  During 
the  interview,  the  applicant  will  verify 
information,  including  any  submitted  by 
a  packager  or  others,  concerning  the 
applicant’s  employment  and  income. 

The  applicant  will  also  verify 
information  concerning  persons  who 
will  occupy  the  dwelling  and  on  whose 
income  eligibility  for  the  loan  and  any 
interest  credit  is  based.  The  County 
Supervisor  will  inform  the  applicant, 
and  reach  an  understanding  with  the 
applicant,  as  to  the  FmHA  loan  making 
and  servicing  authorities,  and  the 
responsibilities  of  the  borrower.  ’The 
discussion  will  include  an  explanation 
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of  all  options  of  assistance  which  may 
be  available  to  the  applicant  or 
borrower.  A  documentation  of  the  items 
discussed  will  be  placed  in  each 
borrower  case  file  and  will  be  dated  and 
signed  by  both  the  applicant  and  County 
Supervisor.  A  copy  will  be  provided  to 
the  applicant  or  borrower  at  the  time  of 
the  personal  interview.  Exhibit  H  of  this 
Subpart  set%  forth  items  which  must  be 
included  and  may  be  used  as  a  guide  in 
preparing  a  State  form  for  this  purpose. 
No  housing  loan  will  be  approved 
without  such  evidence  that  a  personal 
interview  has  been  completed. 

(f)  Credit  counseling.  During  the  time 
of  the  applicant’s  initial  interview  and 
application  processing,  consultation  will 
be  provided  as  necessary  to  assist  the 
applicant  in  preparing  and 
understanding  a  meaningful  budget, 

Form  FmHA  431-2,  or  Form  FmHA  431- 
3,  which  will  reasonably  reflect  the 
applicant’s  repayment  ability.  County 
Supervisors  will  work  closely  with 
applicants  to  better  understand  all 
sources  of  income  and  cash  substitutes. 
Credit  and  financial  coimseling  will  also 
be  provided,  as  needed,  to  suggest 
financial  management  methods  by 
which  the  applicant’s  success  as  a 
homeowner  may  most  likely  be 
achieved.  When  the  County  Supervisor 
determines  that  the  applicant  does  not 
have  sufficient  income  to  repay  the 
requested  loan,  other  alternatives  will 
be  suggested  such  as  reducing  amenities 
in  the  dwelling,  selecting  a  less 
expensive  dwelling  or  site,  obtaining  a 
cosigner,,  or  when  appropriate,  building 
the  dwelling  by  the  self-help  method. 

(g)  Determining  eligibility. 

(1)  The  Coimty  Committee  will 
determine  eligibility  of  RH  applicants 
who  are  also  applying  for  or  are 
indebted  for  a  Farmer  Program  loan.  The 
County  Supervisor  will  determine 
eligibility  for  all  other  RH  applicants. 

(2)  Repayment  ability  will  be 
evaluated  on  the  circumstances 
surrounding  the  individual  case 
including  possible  eligibility  for  interest 
credits  as  provided  in  §  1944.34.  Under 
no  condition  will  arbitrary  guidelines  or 
“rules  of  thumb’’  be  used.  If  the 
applicant(s)  can  verify  payment  of  a 
comparable  or  greater  amoimt  for 
housing  costs  for  the  previous  12 
months,  the  applicant  will  be  presumed 
to  have  repayment  ability  for  the 
requested  loan  unless: 

(i)  Projected  aimual  income  is  less 
than  current  or  past  income, 

(ii)  Planned  expenses  are 
proportionally  greater  than  current 
expenses,  when  compared  to  income,  or 

(iii)  Hie  applicant  has  increased 
debts,  or  failed  to  pay  existing  debts  in 


order  to  maintain  the  present  standard 
of  living. 

(3)  Credit  history  will  be  considered  to 
the  extent  that  it  is  used  in  evaluating 
all  applicants  for  similar  types  and 
amounts  of  credit.  For  instance,  credit 
requirements  for  a  female  applicant  will 
not  differ  fi-om  those  of  a  male 
applicant. 

(4)  The  age  of  the  applicant  will  not  be 
used  as  a  consideration  of  eligibility, 
except  as  provided  in  §  1944.9  (d). 

(5)  The  County  Supervisor  must 
determine  whether  the  applicant  could 
obtain  housing  credit  elsewhere  as 
follows; 

(i)  In  any  case  in  which  a  Coimty 
Supervisor  determines  there  is  no 
possibility  of  the  applicant’s  obtaining 
adequate  housing  credit  elsewhere  and, 
therefore,  does  not  require  the  applicant 
to  provide  evidence  that  an  effort  has  . 
been  made  to  obtain  such  credit,  the 
County  Supervisor  will  record  that 
conclusion  and  the  basis  for  it  in  the 
loan  docket. 

(ii)  In  any  case  where  there  may  be  a 
possibility  that  credit  could  be  obtained 
from  another  source,  the  County 
Supervisor  will  require  the  applicant  to 
make  a  diligent  effort  to  obtain  other 
credit. 

(A)  Applicants  will  be  expected  to 
apply  for  credit  fi'om  lenders  engaged  in 
extending  long-term  housing  credit  in 
the  area. 

(B)  Applicants  should  be  advised  to 
request  lenders  to  indicate  the  amount, 
interest  rate,  and  terms  of  housing  credit 
they  would  be  willing  to  extend  to  the 
applicant. 

(C)  When  appropriate,  the  Coimty 
Supervisor  should  verify  evidence 
presented  by  an  applicant  that  adequate 
credit  is  not  available  elsewhere. 

(D)  Letters  from  the  lenders  and  any 
other  evidence  indicating  that  the 
applicant  is  unable  to  obtain  credit 
elsewhere  will  be  included  in  the  loan 
docket. 

(E)  In  no  case  will  a  loan  be  made  to 
an  applicant  who  is  able  to  obtain  the 
credit  needed  at  terms  that  can 


reasonably  be  expected  to  be  within  the 
applicant’s  repayment  ability. 

(h)  Optioning  of  real  estate.  The 
County  Supervisor  should  advise  the 
applicant  with  respect  to  the  size, 
design,  quality,  cost  and  location  of  the 
dwellings  and  dwelling  sites  suitable  for 
the  RH  program.  If  possible  this  should 
be  done  before  the  applicant  selects  a 
property  to  be  purchased.  Form  FmHA 
440-34,  “Option  to  Purchase  Real 
Property”,  should  be  used,  however, 
other  option  forms  may  be  used  if  their 
provisions  are  acceptable. 

(i)  Application  assistance.  Builders, 
brokers,  contractors,  and  others 
including  organizations  such  as  those 
providing  self-help  assistance,  who  can 
provide  complete  information  on  the 
applicant  and  the  house  that  is  to  be 
purchased,  may  assist  in  the  assembly 
and  processing  of  loan  applications. 
Builders  or  sellers  who  received 
Conditional  Commitments  may  also 
assist  applicants  in  applying  for  an  RH 
loan  to  buy  a  house  for  which  a 
Conditional  Commitment  was  issued  in 
accordance  with  §  1944.45  of  this 
Subpart.  The  County  Supervisor  will 
meet  with  such  interested  parties  to 
explain: 

(1)  The  eligibility  requirements  of  RH 
loans, 

(2)  The  size,  design,  cost  and  location 
of  homes  that  can  be  financed. 

(3)  How  applications  will  be  handled, 
and 

(4)  The  type  of  information  that  must 
be  submitted.  The  information  to  be 
submitted  is  listed  in  Exhibit  G  of  this 
Subpart. 

§§  1944.27-1944.29  [Reserved]. 

§  1944.30  Preparation  of  loan  docket 

(a)  Forms  and  documents  will  be 
fastened  in  the  designated  filing 
positions  of  the  case  folder  as 
prescribed  in  Exhibit  A  of  FmHA 
Instruction  2033-A,  (available  in  any 
FmHA  office).  Appropriate  loan  docket 
forms  will  be  prepared  in  accordance 
with  the  Forms  Manual  Insert  for 
distribution  as  follows: 


Form  No. 


Total  Number  Loan  Copy  for 
number  aigned  by  docket  borrower 
of  copies  borrower 


FmHA  444-12 . 

FmHA  410-1 _ 

. Check  Sheet  for  Rural  Housing  Loan  Package . . 

FmHA  410-4 

FmHA  410-5 . 

FmHA  410-7 . 

FmHA  410-a  .  .  . 

Ikm  from  Fmaiidal  Institution. 

FmHA  410-9 _ 

FmHA  431-2 _ 

- -  Statement  required  by  the  Privacy  Act . .  „ 

FmHA  431-1..  .._ 

FmHA  431-3.... 

FmHA  440-2 _ 

- County  Cornmittee  Certification  or  Recommendation  „ 

FmHA  427^ _ 


.  Agreement  with  Prior  Lienholder  (or  similar  form) 


1 

1 

1 

1 

999  1 

1-0 

— 

2 

......  w...... 

1-C 

. "i^ 

,  s 

1 

1-0 

2 

1-C 

1 

1-0 

1-0 

(In  record 

book) 

2 

2-04C 

1-C 

1-0 

2 

2-oac 

1-C 

1-0 

1 

1-0 

••*3' 

"""T-o 

1-C 
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Form  No. 

Name  of  form 

FmHA  440-34 _ 

FmHA  424-1 _ 

FmHA  422-a . . 

tions,  and  cost  estimates). 

FmHA  4P9-1 

Housing  Nonform  Tract). 

FmHA  427-9 . 

FmHA  444-6 _ 

FmHA  440-1 

........ _ Interest  Credit  Agreement  (Section  502  RH  Loans) _ 

FmHA  444-3 . 

FmHA  440-35 . 

FmHA  440-42 . . 

FmHA  440-43 

FmHA  400-3 

FmHA  400-6 . . 

FmHA  440-9 . . 

FmHA  440-45 . 

. Nondiscrimination  Certificate  (Individual  Housing) . 

Total 
number 
of  copies 

Number 
signed  by 
borronver 

Loan 

docket 

Copy  for 
borrower 

••*3 

2-0&C 

1-0 

1-C 

••2 

t-O 

1-0 

1-C 

1 

1-0 . 

1 

1-0 . 

1 

1-0 . 

3 

1-0 

3-OS2C 

1-C 

4 

2-0&C 

3-Oa2C 

1-C 

A 

4-0&3C  . 

2 

1-0 

1-C 

*1-0 

3 

. 

3-0&C 

1-0 

3 

3-OAC 

2-oac 

3 

1-0 

1-C 

8 

. . . . . 

1-0 

1-C 

2 

1-0 

2-oac 

1-C 

2 

2-0&C 

1-0 

1-C 

O— Original;  C— Oopy. 

**  When  contract  method  wM  be  used,  3  copies  of  plans  and  specifications  iwill  be  required. 
***  Copy  to  lienholder. 

****  Sijpied  coqy  of  option  previovsiy  delivered  to  seller 
-I-  Original  to  seller. 


(b)  All  other  documents  necessary  for 
approval  of  the  particular  loan  will  be 
included  in  the  loan  docket.  This  will 
include  the  following  or  others  as 
appropriate: 

(1)  A  copy  of  Exhibit  H,  “Rural 
Housing  Applicant  Interview”,  or  a 
similar  docmnent  executed  by  the 
applicant. 

(2)  Credit  report(s)  on  the  applicant(s]. 

(3)  Evidence  of  ownership  such  as  a 
certified  copy  of  the  applicant's  deed, 
lease,  purchase  contract,  or  other 
evidence  specified  in  §  1944.24(d],  or  a 
statement  by  the  County  Supervisor  that 
such  documents  have  been  reviewed. 

(4)  Title  opinion  or  report  of  lien 
search. 

(5)  Estimates  of  the  value  of  any 
security  not  appraised  on  Form  FinHA 
422-1  or  Form  FmHA  422-8. 

(6)  Agreements  from  prior  lienholders, 
if  any,  when  necessary  to  comply  with 

§  1944.18(b)(6).  If  required  by  a  State 
Supplement  issued  under  §  1807.2(f)(5) 
(paragraph  11 F  5  of  FmHA  Instruction 
427.1),  foreclosure  or  assignment  notice 
agreements  should  also  be  included  in 
the  docket. 

(7)  When  the  loan  is  to  be  secured  by 
a  junior  real  estate  mortgage,  the  docket 
must  include  a  copy  of  each  prior 
mortage  and,  if  available,  a  copy  of  each 
secured  note  or  other  obligation, 
furnished  by  the  applicant  at  the 
applicant’s  own  expense.  The  applicant 
must  also  furnish  a  current  statement 
signed  by  the  mortgage  showing  the 
amount  of  unpaid  principal  secured  by 
the  mortgage;  the  amount  of  any  accrued 
interest;  the  amoimt  of  any  delinquency, 
with  interest  and  principal  shown 
separately;  and,  if  a  copy  of  the  note  is 
not  furnished,  its  maturity  date,  payment 
schedule,  interest  rate,  and  a  summary 
of  any  other  provisions  of  the  note. 


(8)  When  the  applicant  obtains  a  co¬ 
signer,  the  docket  must  include  that  co¬ 
signer’s  current  financial  statement, 
income  statement,  and  employment  or 
business  history.  This  will  be 
supplemented  by  a  statement  from  the 
County  Supervisor  as  to  the  co-signer's 
financial  condition  and  reputation  for 
paying  debts,  and  any  other  information, 
such  as  a  credit  report,  that  will  be  of 
assistance  to  the  loan  approval  official. 

§  1944.31  Loan  approval. 

(a)  The  State  Director,  District  and 
Assistant  District  Directors,  County  and 
Assistant  County  Supervisors  are 
authorized  to  approve  or  disapprove 
loans  in  accordance  with  Fml^ 
Instruction  1901-A  (available  in  any 
FmHA  office). 

(b)  The  loan  approval  official  is 
responsible  for  reviewing  the  docket  to 
determine  that  the  proposed  loan 
complies  with  established  policies  and 
all  pertinent  regulations  and  that  funds 
are  available  for  the  loan. 

(c)  Prior  to  loan  approval  a  new 
verification  of  employment  will  be 
required  if  more  than  120  days  have 
elapsed  since  the  date  of  the  last 
verification  of  employment,  or  if 
evidence  is  brought  to  the  attention  of 
the  loan  approval  official  that  indicates 
the  applicant’s  financial  status  has 
changed  significantly. 

(d)  When  a  loan  is  approved,  the  loan 
approval  official  will: 

(1)  Indicate  on  all  copies  of  Form 
FniHA  440-1  any  condition  that  must  be 
met  before  the  loan  is  closed.  Also,  the 
loan  approval  official  will  specify  all 
security  requirements  that  the  applicant 
will  need  to  meet,  such  as  a  first  real 
estate  lien  or  a  jimior  lien  subject  to 
certain  prior  liens.  If  title  evidence  is 
required  in  accordance  With  Part  1807  of 
this  Chapter  (FmHA  Instruction  427.1)  or 
in  accordance  with  any  special 


requirements  for  the  loan  but  is  not 
included  in  the  docket,  the  loan  may  be 
approved  subject  to  the  applicant’s 
furnishing  the  required  title  evidence. 
When  the  applicant  furnishes 
satisfactory  title  evidence,  the  County 
Supervisor  will  proceed  with  processing 
the  loan,  except  in  those  cases  in  which 
the  title  evidence  does  not  comply  with 
the  conditions  specified  by  the  approval 
official,  the  docket  will  be  reconsidered 
by  the  loan  approval  official. 

(2)  Sign  the  approval  certification  on 
the  original  and  one  copy  of  Form 
FmHA  440-1  and  insert  title  in  the  space 
provided.  The  remaining  copies  will  be 
conformed. 

(3)  If  a  loan  is  not  approved  after  the 
docket  has  been  developed,  the  reason 
for  such  action  with  date  and  initial  of 
the  approval  official  will  be  shown  on 
the  original  Form  FmHA  440-1;  the 
County  Supervisor  will  notify  the 
applicant  in  accordance  with  §  1910.6 
(b)  of  Subpart  A  of  Part  1910. 

(e)  After  the  loan  is  approved  the 
docket  forms  will  be  distributed  as 
outlined  below.  ^ 

(1)  To  the  Finance  Office. 

(1)  Form  FmHA  440-1  (original) 

(ii)  Form  FmHA  444-2  (orginial) 

(2)  To  the  State  Office.  If  the  loan  is 
approved  by  the  County  Supervisor,  or 
the  District  Director,  an  unsigned  copy 
of  Form  FmHA  440-1  (unless  exempted 
by  State  Supplement)  and  a  copy  of 
Form  FmHA  444-2  will  be  sent  to  the 
State  Office.  It  the  loan  is  approved  in 
the  State  Office,  and  unsigned  copy  of 
Form  FmHA  440-1  and  a  copy  of  Form 
FmHA  444-2  will  be  retained  in  the 
State  Office. 

(3)  To  the  borrower.  A  signed  copy  of 
Form  FmHA  440--41,  the  orignal  of  Form 
FmHA  440-41,  "Disclosure  Statement  for 
Loans  Secured  by  Real  Estate,”  and  if 
applicable,  the  original  and  copy  of 
Form  FmHA  440-43  and  a  copy  of  Form 
FmHA  440-34. 

§  1944.32  Actions  subsequent  to  foam 
approval 

(a)  Requesting  a  loan  checL 

(1)  A  loan  check  will  be  requested 
when  all  approval  conditions  can  be  met 
and  necessary  curative  actions  have 
been  taken  to  provide  a  satisfactory  title 
to  real  estate  security.  Form  FmHA  440- 
57,  “Acknowledgment  of  Obligated 
Funds/Check  Request,”  will  be 
completed  and  a  copy  sent  to  the 
Finance  Office  to  request  the  check. 

(2)  A  loan  check  may  be  requested  at 
the  time  of  loan  approval  by  entering  the 
amount  of  the  check  requested  on  Form 
FmHA  440-1  when  one  of  the  following 
conditions  exist: 

(i)  The  loan  will  be  secured  by  a 
promissory  note  only,  or 
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(ii)  Real  estate  security  will  be  taken 
and  the  County  Supervisor  is  reasonably 
certain  that  satisfactory  title  evidence 
can  be  obtained  and  the  loan  can  be 
closed  within  21  days  from  the  date  of 
the  check  request. 

(3)  When  all  or  not  less  than  $4,000  of 
the  loan  funds  will  be  expended  within 
15  days  of  loan  closing  the  total  amount 
of  the  loan  will  be  requested  in  a  single 
advance. 

(4)  If  loan  funds  cannot  be  expended 
within  15  days  the  County  Supervisor 
will  enter  in  the  appropriate  “block",  of 
Form  FmHA  440-1  the  amoimt  of  loan 
funds  to  be  disbursed  at  loan  closing. 
Additional  loan  funds  will  be  requested 
when,  and  in  amounts,  needed  by 
submitting  a  completed  copy  of  Form 
440-57  to  the  Finance  Office,  or  by 
telephone  request  if  the  additional  funds 
cannot  be  received  by  the  date  needed 
using  mail  service.  The  County 
Supervisor  should  work  with  borrowers, 
developers,  and  others  to  be  sure  that 
funds  will  be  available  when  needed 
and  to  reduce  the  future  advances  to  a 
reasonable  number.  Any  loan  funds  not 
requested  by  the  “amortization  effective 
date"  for  the  loan,  will  be  disbursed  by 
the  Finance  Office  to  the  County  Office 
by  check  dated  on  the  amortization 
effective  date.  The  check  will  be 
deposited  in  the  borrower’s  supervised 
bank  account  if  it  cannot  be  endorsed 
directly  to  a  payee  within  20  working 
days  from  the  date  of  the  check. 

(b)  Handling  Loan  Checks. 

(1)  When  the  loan  check  or  borrower’s 
personal  funds  are  to  be  deposited  in  the 
designated  loan  closing  agent’s  escrow 
account,  this  will  be  done  no  later  than 
the  date  of  loan  closing.  If  loan  funds  or 
borrower’s  personal  funds  are  to  be 
deposited  in  a  supervised  bank  accoimt, 
this  will  be  done  in  accordance  with 

§  1902.6  of  Part  1902  Subpart  A  no  later 
than  the  first  banking  day  following  the 
date  of  loan  closing. 

(2)  If  a  loan  check  is  received  and  the 
loan  cannot  be  closed  within  20  working 
days  from  the  date  of  the  check,  the 
County  Supervisor  will  take  appropriate 
action  in  accordance  with  FmHA 
Instruction  102.1  (available  in  any 
FmHA  office). 

(c)  Cancellation  of  loan.  Loans  may 
be  cancelled  before  loan  closing  by  the 
use  of  Form  FmHA  440-10, 

“Cancellation  of  Loan  or  Grant  Check 
and/or  Obligation”,  prepared  in 
accordance  with  the  Forms  Manual 
Insert  (FMI)  for  that  form.  Checks 
received  in  the  Coimty  Office  will  be 
returned  with  a  copy  of  form  FmHA  440- 
10  to  the  Disbursing  Center,  U.S. 

Treasury  Department,  P.O.  Box  3329, 
Kansas  City,  Kansas  66103.  Interested 
parties  will  be  notified  of  the 


cancellation  as  provided  in  §  1807.6  of 
Part  1807,  of  this  Chapter  (FmHA 
Instruction  427.1).  If  the  cancellation  is 
not  a  voluntary  action  by  the  applicant, 
the  applicant  will  be  notified  in 
accordance  with  §  1910.6(b)  of  Part  1910 
Subpart  A. 

(d)  Increase  or  decreae  in  amount  of 
loan.  If  it  becomes  necessary  that  the 
amount  of  the  loan  be  increased  or 
decreased  prior  to  loan  closing,  the 
County  Supervisor  will  request  that  all 
distributed  docket  forms  be  returned  to 
the  County  Office.  The  loan  docket  will 
be  revised  accordingly  and  reprocessed. 

(e)  Property  insurance.  Buildings  on 
the  property  which  is  to  be  taken  as 
security  for  the  loan  will  be  insured  in 
accordance  with  Subparts  A  and  B  of 
Part  1806  of  this  Chapter  (FmHA 
Instructions  426.1  and  426.2]  when 
appropriate. 

§  1944.33  Loan  closing. 

(a)  Loans  approved  with  interest 
credit.  If  the  loan  will  be  closed  and 
Form  FmHA  444-6  or  444-6A,  “Interest 
Credit  Agreement  (Section  502  RH 
Loans)”,  will  be  executed  more  than  120 
days  after  the  last  “Verification  of 
Employment",  or  if  there  is  evidence  to 
indicate  the  applicant’s  financial  status 
has  changed  significantly,  a  current 
“Verification  of  Employment”  will  be 
obtained  and  the  amount  of  interest 
credit  will  be  determined  on  the  basis  of 
the  applicant’s  new  circumstances.  If  the 
adjusted  income  exceeds  the  limit  set 
forth  in  Exhibit  D,  of  this  Subpart,  the 
case  will  be  referred  to  the  State 
Director.  The  State  Director  may 
authorize  closing  of  the  loan  if  ^ere  is 
documented  evidence  to  clearly  indicate 
other  credit  is  not  available.  Interest 
credit  will  not  be  authorized  in  such 
cases. 

(b)  Loans  approved  without  interest 
credit.  Further  review  of  the  applicant’s 
financial  status  is  not  required  at  the 
time  of  closing  unless  the  loan  is  closed 
more  than  120  days  after  the  date  of 
loan  approval,  or  there  is  evidence  to 
indicate  the  financial  status  has  changed 
significantly.  If  the  adjusted  income 
exceeds  the  limit  set  forth  in  Exhibit  D 
of  this  Subpart,  the  case  will  be  referred 
to  the  State  Director.  The  State  Director 
may  authorize  closing  of  the  loan  if 
there  is  documented  evidence  to  clearly 
indicate  other  credit  is  not  available. 

(c)  Promissory  note.  Form  FmHA  440- 
16,  “Promissory  Note”,  will  be  prepared 
and  signed  in  accordance  with  Part  1807 
of  this  Chapter  (FmHA  Instruction 
427.1),  and  the  FMI  for  the  form. 

(1)  The  payment  alternatives  of  the 
note  will  be  completed  in  accordance 
with  the  FMI  for  the  form  and  the 
following: 


(1)  Payments  of  principal  and  interest 
will  be  deferred  during  the  period  the 
dwelling  is  not  expected  to  be  suitable 
for  occupancy  as  a  residence  because  of 
construction  or  repairs  to  be  made.  In 
such  cases,  accrued  interest  is  added  to 
principal  and  repaid  in  regular 
amortized  installments  (payment 
alternative  II)  after  the  deferment 
period. 

(ii)  Payments  of  principal  but  not 
interest  may  be  deferred  on  subsequent 
loans  when  authorized  by  the 
Administrator  in  accordance  with 

§  1944.37  (f)  of  this  Subpart. 

(iii)  Payments  on  principal  and 
interest  or  principal  only  may  be 
deferred  on  Rural  Housing  Disaster 
(RHD)  loans  in  accordance  with 

§  1944.40  (e)  of  this  Subpart. 

(iv)  Payment  will  not  be  deferred  if 
the  dwelling  is  suitable  to  be  occupied 
as  the  borrower’s  residence  when  the 
loan  is  closed  except  as  provided  in 
paragraphs  (c)(1)  (ii)  and  (iii)  of  this 
section. 

(2)  The  payment  provision  of  the  note 
will  be  completed  in  accordance  with 
the  FMI  for  the  form  and  the  following: 

(i)  The  monthly  payment  provision 
will  be  used  for  all  borrowers  who 
regularly  receive  monthly  income  and 
who  can  repay  the  loan  in  12  equal 
monthly  payments. 

(ii)  The  annual  payment  provision  will 
be  used  only  for  borrowers  who  do  not 
regularly  receive  monthly  income.  If 
installments  are  not  to  be  deferred,  the 
following  provisions  apply: 

(A)  The  amount  of  the  first  installment 
will  be  determined  by  the  County 
Supervisior  after  considering  the 
immediate  debt  paying  ability  of  the 
borrower.  The  amount  of  the  first 
installment  may  be  less,  but  not  more, 
than  a  regular  annual  installment 

(B)  The  amount  of  the  first  installment 
may  not  be  less  than  the  amount  equal 
to  interest  on  the  loan  from  the  date  of 
loan  closing  to  the  next  January  1. 

(C)  Form  FmHA  440-9  should  be  used 
to  supplement  this  payment  provision  to 
facilitate  servicing  of  loans  for 
borrowers  who  pay  more  than  one  time 
a  year. 

(d)  Real  estate  mortgage.  Form  FmHA 
427-1,  “Real  Estate  Mortgage  for  (state)” 
will  be  used  for  loans  to  be  secured  by  a 
real  estate  mortgage.  Any  changes  made 
in  the  test  by  deletion,  substitution,  or 
addition  (excluding  filling  in  blanks]  will 
be  initialed  in  the  margin  by  all  persons 
signing  the  mortgage.  Additions  will  be 
made  on  the  mortgage  in  the  following 
cases: 

(1)  For  a  loan  secured  by  a  mortgage 
on  a  leasehold,  the  following  language, 
or  similar  language  which  in  the  opinion 
of  OGC  is  legally  adequate,  will  be 
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inserted  in  the  mortgage  just  before  the 
legal  description  of  the  real  estate: 

"All  Borrower’s  right,  title,  and  interest  in 

and  to  the  leasehold  estate  for  a  term  of - 

years  beginning  on - ,  19 — ,  created, 

executed  and  established  by  certain  Lease 

dated - ,  19 — ,  by - as 

lessor(s},  and  recorded  at  Book - , 

Page  —  of  the - Records  of  said 

County  and  State,  and  any  renewals  and 
extensions  thereof,  and  all  Borrower’s  right, 
title,  and  interest  in  and  to  said  Lease, 
covering  the  following  real  estate:’’ 

(2)  For  a  loan  secured  by  a  mortgage 
on  a  leasehold  an  additional  covenant 
will  be  inserted  in  the  mortgage  to  read 
as  follows: 

"Borrower  will  pay  when  due  all  rents  and 
any  and  all  other  charges  required  by  said 
Lease,  will  comply  wi^  all  other 
requirements  of  said  Lease,  and  will  not 
surrender  or  relinqush,  without  the 
Government's  written  consent,  any  of 
Borrower’s  right,  title  or  interest  in  or  to  said 
leashold  estate  or  imder  said  Lease  while  this 
instrument  remains  in  effect.” 

(3)  For  all  initial  and  subsequent 
Section  502  RH  loans,  until  the 
mortgages  are  revised,  the  following 
additional  covenant  will  be  inserted 
above  the  signature  line  on  the  mortgage 
and  be  initialed  at  loan  closing  by  all 
parties  signing  the  mortgage. 

“This  instrument  also  secures  the  recapture 
of  any  interest  credit  or  subsidy  which  may 
be  granted  to  the  borrowerfs]  by  the 
Government  pursuant  to  42  IJ.S.C.  1490a.’’ 

(e)  Collection  of  first  installment.  If 
the  annual  payment  provision  of  the 
note  is  used  and  payments  are  not 
deferred,  the  Hrst  installment  of  a  loan 
closed  during  December  will  be 
collected  at  the  time  of  loan  closing. 

(f)  Direct  payments.  Direct  payment 
cards  for  all  new  borrowers,  including 
transferees,  will  be  retained  in  the 
County  Office  until  the  borrower  has 
made  at  least  three  monthly  payments 
on  time.  The  cards  will  then  be 
delivered  to  the  borrower  and  payments 
will  be  made  direct  to  the  Finance 
Office.  The  County  Supervisor  may 
retain  the  payment  cards  for  a  longer 
period  if  such  action  is  considered  to  be 
necessary  to  determine  that  the 
borrower  is  able  to  make  timely 
payments  as  agreed.  Payments  made  to 
the  County  Office  will  be  forwarded  to 
the  Finance  Office  with  the  appropriate 
direct  payment  card  in  the  Finance 
Office  mail.  Cash  payments,  refunds, 
and  extra  payments  made  by  borrowers 
will  be  handled  in  accordance  with 
FmHA  Instruction  451.2. 

(g)  Owner’s  policy  of  title  insurance. 

If  an  owner’s  policy  of  title  insurance  is 
obtained,  it  will  be  delivered  to  the 
borrower  as  soon  as  it  is  received  from 
the  title  insurance  company. 


(h)  Real  estate  mortgage  after  filing. 
When  the  real  estate  mortgage  is 
retiumed  by  the  filing  official  or  loan 
closing  official,  the  original  will  be  filed 
in  the  borrower’s  case  folder.  If  the 
original  is  retained  by  the  filing  official 
in  the  official  records,  a  copy  conformed 
to  show  the  recording  data  including  the 
date  and  place  of  recording  and  the 
book  and  page  number  will  be  filed  in 
the  borrower’s  case  folder.  A  copy  of  the 
mortgage  will  be  delivered  to  the 
borrower. 

(i)  Effective  date  of  loan  closing.  A 
loan  secured  by  a  real  estate  mortgage 
is  closed  when  the  mortgage  is  filed  for 
record.  In  other  cases  a  loan  is  closed 
when  the  borrower  executes  the  note 
and  any  other  required  instruments. 

(j)  Water  stock  certificate  or  other 
such  collateral.  When  water  stock 
certificates  or  other  such  collateral  are 
part  of  the  security,  they  will  be  retained 
in  the  County  Office.  A  notation  will  be 
made  on  Form  FmHA  405-1, 
“Management  System  Card-Individual”, 
or  Form  FmHA  405-5  “Management 
System  Card-Individual  (RH  only)”,  as 
appropriate,  showing  that  such  security 
has  been  retained. 

(k)  Account  record  and  case  folder. 
The  account  record  and  case  folder  will 
be  established  in  accordance  with 
FmHA  Instructions  2033-A  and  405.1 
(available  at  any  FmHA  office). 

§  1944.34  Interest  credit 

(a)  General.  It  is  the  policy  of  FmHA 
to  grant  interest  credit  on  loans  to  lower 
income  borrowers  to  assist  them  in 
obtaining  decent,  safe,  and  sanitary 
dwellings  and  related  facilities. 

(b)  Definitions. 

(l)  Annual  payment  borrowers. 
Borrowers  who  signed  promissory  notes 
providing  for  annual  payments, 
including  borrowers  converted  to 
monthly  payments  through  the  use  of 
Form  FmHA  451-37,  “Additional  Partial 
Payment  Agreement”. 

(2)  Monthly  payment  borrowers. 
Borrowers  who  signed  promissory  notes 
providing  for  monthly  payments. 

(3)  Review  period.  TTie  review  period 
for  an  annual  payment  borrower  will  be 
the  months  of  August  September,  and 
October.  The  review  period  for  a 
monthly  payment  borrower  will  be  the 
third,  fourth,  and  fifth  months  prior  to 
the  anniversary  date  of  the  borrower’s 
current  Interest  Credit  Agreement. 

(4)  Real  estate  taxes.  Real  estate 
taxes  for  interest  credit  purposes  means 
the  amount  of  real  estate  taxes  and 
assessments  that  will  actually  be  due 
and  payable  on  the  dwelling  and  the 
dwelling  site  during  the  interest  credit 
period,  reduced  by  the  amount  of  any 
tax  exemptions  available  to  the 


borrower,  regardless  of  whether  such 
exemption  are  actually  claimed  and 
received.  Tax  exemptions  may  include 
such  things  as  homestead  exemptions, 
special  exemptions  for  low-income 
families,  senior  citizens,  veterans  and 
others. 

(c)  Approval  authority.  Those  FmHA 
o^cials  who  are  authorized  to  approve 
Section  502  loans  are  also  authorized  to 
approve  a  grant  of  interest  credit. 

(d)  Amount  of  interest  credit. 

(1)  Except  as  provided  in  paragraph 
(d)  (2)  of  this  section,  the  amount  of 
interest  credit  the  borrower  receives  will 
be  the  lesser  of: 

(1)  The  difference  between  20  percent 
of  the  borrower’s  adjusted  annual 
income  and  the  annual  installment  due 
on  the  promissory  note  plus  costs  of  real 
estate  taxes  and  insurance,  or 

(ii)  The  difference  between  the  annual 
installment  due  on  the  promissory  note 
and  the  amount  the  borrower  would  pay 
if  the  loan  were  amortized  at  an  interest 
rate  of  one  percent. 

(2)  For  repair  and  rehabilitation  loans 
which  meet  the  requirements  of 
paragraph  (f)  (5)  of  this  section,  interest 
credit  will  be  granted  in  an  amount  to 
achieve  the  following  effective  interest 
rates: 

(i)  For  borrowers  whose  adjusted 
annual  income  is  not  more  than  $5,000, 
interest  credit  will  be  calculated  to 
reduce  the  effective  interest  rate  to  1 
percent. 

(ii)  For  borrowers  whose  adjusted 
annual  income  is  more  than  $5,000  but 
not  more  than  $7,000,  interest  credit  will 
be  calculated  to  reduce  the  effective 
interest  rate  to  2  percent. 

(iii)  For  borrowers  whose  adjusted 
annual  income  is  more  than  $7,000  but 
not  more  than  $10,000,  interest  credit 
will  be  calculated  to  reduce  the  effective 
interst  rate  to  3  percent. 

(3)  Borrowers  qualifying  for  interest 
credit  assistance  under  both  paragraphs 
(d)(1)  and  (d)(2)  of  this  section  will  be 
granted  only  the  one  type  of  interest 
credit  assistance  that  is  most  beneficial 
to  them.  Interest  credit  on  initial  and 
subsequent  loans  will  always  be  the 
same  type.  There  is  no  provision  for 
switching  from  one  type  of  interest 
credit  to  the  other. 

(e)  Recapture,  At  the  applicant 
interview,  the  County  Supervisor  will 
advise  all  Section  502  RH  applicants 
that  interest  credit  is  subject  to 
recapture.  Applicants  who  receive 
interest  credit  will  be  required  to  sign  a 
“Subsidy  Repayment  Agreement”  (Part 
1951,  Subpart  1,  Exhibit  A)  at  the  time 
the  initial  interest  credit  agreement  is 
signed. 

(f)  Eligibility.  To  be  eleigible  for 
interest  credit,  a  borrower  must  quality 
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for  a  Section  502  loan,  must  personally 
occupy  the  dwelling,  and  must  meet  the 
following  additional  requirements; 

(1)  Initial  loans.  Interest  credit  may  be 
granted  at  loan  closing  if: 

(1)  The  borrower’s  adjusted  annual 
income  does  not  exceed  the  applicable 
low-income  limit  in  Exhibit  C,  unless  an 
exception  is  authorized  by  the  State 
Director  in  accordance  with  §  1944.33(a). 

(ii)  The  borrower’s  net  worth  does  not 
exceed  $5,000,  excluding  the  value  of  the 
dwelling  and  dwelling  site,  cash  on  hand 
which  will  be  used  to  reduce  the  amount 
of  the  loan,  and  household  goods  and 
the  debts  against  them,  unless  an 
exception  is  authorized.  For  the  purpose 
of  determining  whether  an  exception  is 
justified,  consideration  will  be  given  to 
the  nature  of  the  assets,  particularly 
whether  they  are  assets  upon  which  a 
borrower  is  currently  dependent  for  a 
livelihood  or  which  could  be  used  to 
reduce  or  eliminate  the  need  for  interest 
credit.  Elderly  persons  will  be  permitted 
to  retain  a  reasonable  reserve  for 
necessary  health  and  maintenance 
expenses.  The  District  Director  may 
authorize  exceptions  of  the  net  worth 
limitation  up  to  $20,000.  Cases  for  which 
the  net  worth  exceeds  $20,000  or  when 
total  assets  exceed  $100,000,  after  the 
loan  is  closed,  will  be  submitted  to  the 
National  Office  for  authorization  to 
grant  interest  credit. 

(iii)  The  term  of  the  loan  is  for  33 
years,  unless  authorized  otherwise  by 
the  State  Director,  based  on  complete 
documentation  of  the  justifiable  reasons 
on  an  individual  case  basis.  Interest 
credit  will  not  be  granted  on  loans  with 
a  term  of  less  than  25  years,  except  as 
provided  in  paragraph(f)(5)  of  this 
section. 

(iv)  The  loan  was  approved  on  or  after 
August  1, 1968. 

(v)  The  amount  of  interest  credit 
exceeds  $5  per  month  or  $60  annually. 

(2)  Subsequent  loans.  Interest  credit 
may  be  granted  on  subsequent  loans 
which  meet  the  requirements  of 
paragraph  (f)(1)  of  this  section  or  the 
following  conditions: 

(i)  Interest  credit  is  presently  being  or 
will  be  granted  on  the  initial  loan  and 
the  borrower's  adjusted  income  does  not 
exceed  the  moderate  income  limit  for 
the  State  as  shown  in  Exhibit  D,  and 

(ii)  The  sum  of  interest  credit  being 
granted  on  the  initial  and  subsequent 
loans  will  exceed  $5  per  month  or  $60 
per  year. 

(3)  Transfers  and  credit  sales.  Interest 
credit  may  be  gmated  to  a  borrower 
buying  an  inventory  dwelling  or 
assuming  an  RH  loan  if  the  requirements 
of  paragraph(f)(l)  of  this  section  are 
met.  If  the  loan  being  assumed  was 


initially  approved  before  August  1, 1968, 
the  assumption  must  be  on  new  terms. 

(4)  Existing  loans.  Interest  credit  may 
be  granted  at  any  time  after  loan  closing 
if; 

(i)  The  requirements  of  paragraph(f)(i) 
of  this  section  are  met. 

(ii)  The  loan  was  approved  as  a  “low 
or  moderate’’  Section  M2  loan  on  or 
after  August  1, 1968. 

(iii)  The  borrower  requests  interest 
credit,  or  the  County  Supervisor 
determines  that  interest  credit  is  needed 
to  enable  the  borrower  to  repay  the 
loan.  In  the  case  of  married  borrowers, 
when  one  spouse  has  left  the  dwelling 
due  to  marital  discord,  interest  credit 
may  be  extended  to  the  remaining 
spouse  if: 

(A)  The  remaining  spouse  is 
occupying  the  dwelling,  owns  a  legal 
interest  in  the  property,  and  is  liable  for 
the  debt, 

(B)  The  FmHA  loan  account  is  put  in 
the  remaining  spouse’s  name, 

(C)  Legal  papers  have  been  Bled  with 
the  appropriate  court  to  commence 
divorce  or  legal  separation  proceedings, 
or  one  spouse  has  not  been  living  in  the 
dwelling  for  at  least  six  months.  Interest 
credit  will  not  be  granted  if  separation  is 
due  only  the  work  assignment  or 
military  order, 

(D)  The  remaining  spouse  is  informed 
and  agrees  that  should  the  spouse  begin 
to  live  in  the  dwelling,  that  spouse’s 
income  will  then  be  counted  toward 
annual  income  and  interest  credit  may 
be  reduced  or  cancelled. 

(5)  Repair  and  rehabilitation  loans. 
Interest  credit  may  be  granted  on 
Section  502  RH  loans  made  to  repair  or 
rehabilitate  a  dwelling  already  owned 
by  the  applicant  provided  the  following 
conditions  are  met: 

(i)  The  initial  interest  credit  will  be 
granted  at  the  time  of  loan  closing; 

(ii)  The  dwelling  is,  or  will  be, 
occupied  by  an  eligible  borrower  after 
the  loan  is  made; 

(iii)  The  amount  of  the  loan  may  not 
exceed  $10,000,  or  be  amortized  for  more 
than  25  years; 

(iv)  The  applicant’s  adjusted  annual 
income  does  not  exceed  $9,000; 

(v)  The  repairs  wil  be  made  to  bring  a 
substandard  dwelling  up  to  the 
standards  outlined  in  §  1944.16(c);  and 

(vi)  The  net  worth  requirements  in 
paragraph  (f)(l)(ii)  of  this  section  are 
met. 

(g)  Processing  interest  credit. 

(1)  General.  'The  amount  of  interest 
credit  for  which  a  borrower  may  be 
eligible  will  be  determined  by  use  of 
Form  FmHA  444-6  or  Form  FmHA  444- 
A6. 

(i)  Determination  of  income.  The 
County  Supervisor  is  responsible  for 


determining  the  borrower’s  annual  and 
adjusted  income  as  deBned  in  §  1944.2, 
paragraphs  (b)  and  (c)  of  this  Subpart.  A 
borrower  interview  will  be  conducted  in 
all  cases  for  granting  initial  interest 
credit,  and  for  renewals  if,  in  the  County 
Supervisor’s  opinion,  such  an  interview 
is  needed  to  determine  the  borrower’s 
annual  income.  Form  FmHA  410-5, 
“Request  for  VeriBcation  of 
Employment”,  will  be  used  to  verify  the 
earnings  from  employment  of  all  persons 
whose  income  is  included  in  “Annual 
Income”. 

(ii)  Effective  period.  Interest  Credit 
Agreements  on  loans  made  to  monthly 
payment  borrowers  will  be  effective  for 
a  two-year  period.  For  annual  payment 
borrowers  the  agreement  will  be  in 
effect  until  the  second  December  31 
after  the  effective  date.  The  effective 
date  will  be  as  indicated  on  the  Forms 
Manual  Insert  (FMI). 

(iii)  Partial  year  interest  credit.  For  an 
annual  payment  borrower  with  an  initial 
installment  less  than  a  regular 
installment,  and  who  will  receive  less 
than  a  full  year  of  interest  credit 
assistance,  the  interest  credit  granted 
will  be  a  pro  rata  portion  calculated  on 
the  number  of  months  left  in  the  current 
calendar  year,  including  the  month  in 
which  the  loan  is  closed. 

(iv)  Advance  from  the  insurance  fund. 
The  repayment  schedule  for  advances 
made  from  the  Rural  Housing  Insurance 
Fund  will  be  computed  at  the  interest 
rate  shown  on  the  promissory  note. 
However,  interest  will  accrue  and 
payments  will  be  applied  on  the  amount 
advanced  at  the  reduced  interest  rate  in 
effect  at  the  time  of  payment. 

(v)  Preparation  of  the  transaction 
record.  For  borrowers  receiving  interest 
credit,  the  following  changes  will  be 
shown  on  Form  FmHA  451-26, 
“Transaction  Record”,  when  prepared 
by  the  Finance  OfBce; 

(A)  Interest  rate  Beld.  The  interest 
rate  Beld  of  the  form  will  continue  to 
show  the  interest  rate  on  the  note.  The 
Finance  OfBce  will  compute  the 
effective  interest  rate  charged  the 
borrower  based  on  the  amount  of 
interest  credit  granted.  The  computed 
rate,  rounded  to  the  nearest  Vs  of  a 
percent,  will  be  shown  as  a  footnote  on 
the  form  as  “Interest  Rate  reduced  to 

Subsequent  transactions  will  be 
applied  to  the  loan  by  the  Finance 
OfBce  at  the  reduced  interest  rate  until 
such  time  as  renewal,  change,  or 
cancellation  occurs. 

(B)  Daily  interest  accrual  Beld.  The 
daily  interest  accrual  will  be  shown  at 
the  reduced  interest  rate  and  the  interest 
will  accrue  at  the  same  rate  until  such 
time  as  the  interest  credit  is  renewed, 
changed,  or  cancelled. 
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(C)  Application  of  credit  Held.  The 
initial  transaction  record  form  will  not 
have  an  entry  in  the  "Application  of 
Credit”  field.  The  Interest  Credit 
Transaction  Code  for  this  method  of 
processing  interest  credit  will  be  4  Z. 

(D)  Payment  status  field.  The  payment 
status  field  will  not  reflect  the  dollar 
amount  of  the  interest  credit  granted.  No 
entry  will  be  made  for  monthly  payment 
borrowers. 

(E)  Minimum  amount  due  by  date 
shown  field.  For  annual  payment 
borrowers,  the  amount  of  the 
installment,  reduced  by  the  amount  of 
interest  credit  granted,  will  be  shown. 
For  monthly  payment  borrowers  the 
word  “monthly”  will  be  entered  in  the 
space  provided. 

(2)  Initial  and  subsequent  loans. 

(i)  County  office  action.  The  County 
Supervisor  will; 

(A)  Determine  the  borrower’s  adjusted 
annual  income  and  document  the 
calculations  in  the  case  file  running 
record. 

(B}  Enter  on  Form  FmHA  440-1, 
“Request  for  Obligation  of  Funds”,  the 
adjusted  annual  income,  the  estimated 
real  estate  taxes  that  will  become  due 
and  payable  during  the  first  and  second 
years  of  the  agreement,  and  the  amoimt 
of  the  annual  property  insurance 
premium  for  the  dwelling. 

(C)  For  initial  loans  approved  with 
interest  credit  and  closed  under  the 
partial  advance  feature  of  the  loan 
disbursement  system  outlined  in  Part 
1902  Subpart  A,  further  review  of  the 
borrower's  financial  status  is  not 
required  unless  the  Interest  Credit 
Agreement  will  be  approved  more  than 
120  days  after  the  last  “Veriflcation  of 
Employment”,  or  there  is  evidence 
which  indicates  the  borrower’s  financial 
status  has  changed  significantly.  If  prior 
to  approval  of  the  Interest  Credit 
Agreement  the  County  Supervisor  finds 
that  the  adjusted  income  has  increased, 
interest  credit  will  be  granted  on  the 
basis  of  the  borrower’s  new 
circumstances.  Interest  credit  will  not  be 
granted  if  the  borrower’s  adjusted 
income  exceeds  the  limits  indicated  in 
Exhibit  D  of  this  Subpart. 

(D)  Complete  and  submit  a  corrected 
Interest  Credit  Agreement  to  the 
Finance  Office  when  the  loan  is  closed, 
or  at  the  amortization  effective  date,  if 
the  borrower’s  circumstances  have 
changed  so  that  the  amount  of  interest 
credit  would  be  increased  or  decreased 
by  at  least  $5  monthly  or  $60  annually. 

(ii)  Finance  office  actions.  The 
Finance  office  will: 

(A)  Enter  the  information  concerning 
adjusted  annual  income,  the  estimated 
real  estate  taxes,  and  the  insurance 
premium  on  Form  FmHA  440-57, 


“Acknowledgement  of  Obligated  Funds/ 
Check  Request”. 

(B)  Calculate  the  amount  of  interest 
credit  to  be  granted  to  the  borrower.  The 
amount  of  interest  credit  will  be 
determined  from  the  information 
initially  shown  on  Form  FmHA  440-1. 

(C)  Prepare  and  mail  Form  FmHA 
444-A6  to  the  County  Office  when  the 
final  loan  check  is  issued.  Upon  receipt, 
the  form  will  be  completed  and  a  copy 
returned  to  the  Finance  Office  only 
when  indicated  on  the  form. 

(Oj  Prepare  and  issue  payment  cards 
to  the  County  Office. 

(3)  Credit  sales  and  transfers.  Interest 
credit  to  a  borrower  who  assumes  an 
RH  loan  or  purchases  property  from 
inventory  will  be  calculated  by  the 
County  Office  on  Form  FmHA  444-6.  A 
copy  of  the  form  will  be  forwarded  to 
the  Finance  Office  along  with  the  copy 
of  the  promissory  note  or  Assumption 
Agreement.  The  Finance  Office  will 
issue  payment  cards  to  the  County 
Office. 

(4)  Existing  loans.  Interest  credit 
granted  in  accordance  with  paragraph 
(f)  (4)  of  this  section  can  be  processed  at 
any  time  in  the  same  manner  as  interest 
credit  on  initial  loans,  except  that  the 
County  Office  will  complete  Form 
FmHA  444-6  and  calculate  the  amount 
of  interest  credit  assistance  the 
borrower  will  receive.  A  copy  of  Form 
FmHA  444-6  will  be  used  to  send 
interest  credit  information  to  the 
Finance  Office.  The  daily  interest 
accrual  will  be  reduced  as  of  the 
effective  date  entered  on  the  form  or  as 
of  the  date  the  last  cash  charge  or  credit 
was  made  to  the  account,  whichever  is 
later. 

(h)  Interest  credit  modification. 

(1)  Before  expiration.  When  approving 
a  change  in  interest  creidt  assistance 
before  the  expiration  of  a  current 
Interest  Credit  Agreement  in  accordance 
with  paragraph  (i)(3]  of  this  section,  the 
County  Supervisor  will  again  determine 
the  borrower’s  adjusted  annual  income 
and  document  the  bndings  in  the  case 
file  running  record.  A  Form  FmHA  444-6 
will  be  completed  in  accordance  with 
the  FMI  and  a  copy  of  the  form  will  be 
forwarded  to  the  Finance  Office.  The 
Finance  Office  will  adjust  the  daily 
interest  accrual  as  of  the  date  entered, 
on  the  form  or  as  of  the  date  of  the  last 
cash  charge  or  credit  made  to  the 
account,  whichever  is  later. 

(2)  Correction  of  Interest  Credit 
Agreements.  A  corrected  Interest  Credit 
Agreement  will  be  submitted  to  the 
Finance  Office  when  an  improper 
Interest  Credit  Agreement  is  cancelled  if 
the  borrower  is  still  eligible  to  receive 
interest  credit,  or  the  borrower  appeals 
the  amount  of  interest  credit  granted 


and  it  is  determined  that  the  appeal  is 
valid.  In  such  cases,  a  Form  FmHA  444- 
6  showing  the  proper  amount  of  interest 
credit  which  the  borrower  is  entitled  to 
receive  will  be  submitted  to  the  Finance 
Office  to  replace  the  incorrect 
Agreement.  The  notation  “Corrected  in 
accordance  with  §  1944.34”  will  be 
entered  on  the  face  of  the  form.  The 
Finance  Office  will  cancel  the  incorrect 
Interest  Credit  Agreement  as  of  its 
effective  date.  Payments  made  under  the 
previous  agreement  will  be  reversed  and 
reapplied  at  the  adjusted  interest  rate  of 
the  new  Interest  Credit  Agreement. 

(3)  Interest  credit  renewal. 

(i)  Initiation  of  renewal  action.  At  the 
beginning  of  the  review  period,  the 
Finance  Office  will  mail  to  the  County 
Office  a  list  (see  Exhibit  E 1)  of 
borrowers  whose  Interest  Credit 
Agreements  are  expiring,  together  with  a 
package  to  be  mailed  by  the  County 
Supervisor  to  each  borrower.  The 
package  will  contain  the  following: 

(A)  A  letter  of  explanation  and  the 
instructions  for  completing  the  Interest 
Credit  Agreement  (Exhibit  E  of  this 
Subpart]. 

(B)  Form  FmHA  444-A6  (3  parts  with 
carbon  interleaved). 

(C)  Two  Forms  FmHA  410-A5, 
“Request  for  Verification  of 
Employment”.  The  County  Office  name 
and  address  will  be  preprinted  in  the 
space  provided. 

(D)  "Three  window  envelopes  to  be 
used  by  the  borrower  in  mailing  Interest 
Credit  Agreements  to  the  County  Office, 
and  for  the  employer  to  mail  the 
Verification  of  Employment  form  to  the 
County  Office. 

(ii)  Borrower  responsibility.  Upon 
receipt  of  the  package,  the  borrower  will 
give  one  copy  of  the  Verification  of 
Employment  form  to  the  employer  or 
employers  of  each  member  of  the 
household  who  has  income  to  be 
considered.  A  window  envelope  will  be 
provided  each  employer  to  facilitate  the 
mailing  of  the  Verification  of 
Employment  form  directly  to  the  County 
Office.  The  borrower  will  also  complete 
part  2  of  the  Interest  Credit  Agreement 
form  (leaving  carbon  intact),  sign  the 
original  form  and  mail  the  original  and 
all  copies  to  the  County  Office. 

(iii)  County  office  actions.  The  County 
Supervisor  will: 

(A)  Maintain  the  list  of  borrowers 
(See  Exhibit  E-1  o.f  this  Subpart)  as  a 
record  of  Interest  Credit  Agreements 
processed  and  sent  to  the  Finance 
Office. 

(B)  Review  the  information  on  Form 
FmHA  444-A6  and  FmHA  410-A5  for 
completeness  and  accuracy.  Interviews 
with  borrowers  should  be  scheduled  if 
the  borrower  needs  assistance  in 
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(i)  The  County  Supervisor  will  inform 
the  borrower  by  certified  mail  (return 
receipt  requested)  of  the  intent  to  cancel 
the  Interest  Credit  Agreement  and  the 
effective  date  of  such  cancellation,  as 
provided  in  §  1900.53  of  Subpart  B,  Part 
1900  and  §  1910.6  of  Subpart  A,  Part 
1910.  The  borrower  will  also  be 
informed  of  the  amount  of  monthly 
payment  required  after  proper 
corrections  are  made.  A  corrected 
Interest  Credit  Agreement  will  be 

.  prepared  if  the  borrower  remains 
eligible  for  a  reduced  amount  of  interest 
credit. 

(ii)  If  the  borrower  does  not  appeal,  or 
it  is  determined  that  the  appeal  is  not 
valid,  the  case  will  be  handled  by  one  of 
the  following  methods: 

(A)  The  State  Director  will  request  the 
Finance  Office  to  cancel  the  Interest 
Credit  Agreement  as  of  the  effective 
date  of  the  current  Form  FmHA  444-6  or 
earlier  Form  FmHA  444-6  involved  in 
the  period  of  review  or  investigation. 

The  Finance  Office  will  then  reapply 
any  payment  to  the  account  at  the  note 
rate  of  interest  or  at  the  rate  of  the 
corrected  Interest  Credit  Agreement  and 
will  notify  the  County  Supervisor  and 
borrower  of  any  adjustment  made  in  the 
account. 

(B)  If  the  borrower’s  action  appears  to 
have  been  deliberate  and  a  major  error 
occurred,  liquidation  may  be  warranted. 
For  example,  such  actions  may  be  taken 
if  the  information  obtained  indicates 
that  the  borrower  was  not  eligible  for  an 
RH  loan.  Such  a  borrower  will  be  asked 
to  repay  the  RH  loan  by  refinancing  or 
otherwise  satisfying  the  account.  In 
other  cases,  the  borrower  may  already 
be  in  default  and  the  fact  that  the 
borrower  had  not  correctly  reported 
income  may  justify  liquidation  of  the 
loan.  The  State  Director  may  authorize 
the  account  to  be  repaid  under  an 
acceleration  agreement  if  the  conditions 
of  §  1872.17  (g)  of  this  Chapter  (FmHA 
Instruction  465.1  paragraph  XVII  G)  are 
met. 

(C)  When  falsified  information  is 
provided  to  FmHA  in  order  to  qualify 
the  borrower  for  interest  credit  (for 
example,  a  packager  who  provides 
information  for  a  borrower),  but  there  is 
evidence  that  the  borrower  is  not  at 
fault  or  definitely  did  not  intend  to 
provide  false  information,  the  borrower 
will  be  requested  to  pay  the  loan  in  full, 
including  any  improper  and  excessive 
interest  credit  that  may  have  been 
granted.  If,  however,  the  borrower  is 
unable  to  satisfy  the  account  and  the 
State  Director  determines  that  the 
Government’s  financial  interest  would 
not  be  jeopardized  by  leaving  the  loan 
outstanding,  and  that  it  would  be 


inequitable  to  call  it,  the  loan  may  be 
continued. 

(D)  In  cases  for  which  immediate 
liquidation  is  not  warranted  and  the 
State  Director  determines  the  loan  may 
be  continued,  the  County  Supervisor  will 
make  a  diligent  effort  to  obtain  a  lump 
sum  restitution  of  the  improperly 
advanced  interest  credit.  If  the  borrower 
refuses  lump  sum  payment  but  can 
repay  over  a  reasonable  period  of  time. 
Form  FmHA  451-37  will  be  used  to 
establish  a  new  repayment  schedule. 

The  borrower  will  be  charged  interest 
on  the  improperly  advanced  interest 
credit  at  the  same  rate  charged  on  the 
principal  indebtedness.  If  the  borrower 
cannot  or  will  not  comply  with  either 
type  of  repayment  the  amount  of 
improper  interest  credit  will  be  charged 
to  the  borrower’s  account  and  will  be 
payable  in  accordance  with  the  terms  of 
the  promissory  note. 

(4)  Error  by  FmHA  employee.  When 
the  borrower  presented  correct 
information  and  an  FmHA  employee 
erroneously  granted  excessive  credit, 
the  following  action  will  be  taken: 

(i)  The  County  Supervisor  will  inform 
the  borrower  by  letter  of  the  action  to  be 
taken  and  of  the  right  to  appeal  as 
provided  in  paragraph  (1)  of  this  section. 

(ii)  If  the  borrower  does  not  appeal  or 
it  is  determined  that  the  appeal  is  not 
valid,  the  County  Supervisor  will 
request  the  Finance  Office  to  cancel  the 
Interest  Credit  Agreement  as  of  the 
effective  date  of  the  current  Form  FmHA 
444-6,  or  earlier  Form  FmHA  444-6, 
involved  in  the  period  of  review  or 
investigation.  The  Finance  Office  will 
then  reapply  any  payments  made  on  the 
account  during  the  period  in  which 
incorrect  interest  credit  was  granted. 
Interest  will  be  charged  at  the  note  rate 
or  at  the  corrected  interest  credit  rate  as 
provided  in  paragraph  (h)(2)  of  this 
section.  The  amount  of  improper  interest 
credit  will  be  charged  to  the  borrower’s 
account  and  become  immediately  due 
and  payable.  The  County  Supervisor 
and  borrower  will  be  notifcd  of 
adjustments  made  in  the  account. 

(iii)  If  the  Interest  Credit  Agreement  is 
cancelled,  the  County  Supervisor  will 
make  a  diligent  effort  to  obtain  a  lump 
sum  restitution  of  the  improperly 
advanced  interest  credit  from  the 
borrower.  If  this  cannot  be  done,  the 
County  Supervisor  will  take  one  of  4he 
following  courses  of  action: 

(A)  If  the  borrower  can  repay  the 
improperly  advanced  interest  credit 
over  a  reasonable  period  of  time,  the 
County  Supervisor  will  use  Form  FmHA 
451-37  to  establish  a  new  repayment 
schedule.  The  borrower  will  be  charged 
interest  on  the  improperly  advanced 


interest  credit  at  the  same  rate  charged 
on  the  principal  indebtedness. 

(B)  If  the  County  Supervisor 
determines  that  the  borrower  is  unable 
to  repay  the  improperly  granted  interest 
credit,  that  fact  should  be  documented 
and  the  case  forwarded  to  the  State 
Director  for  review.  If  the  State  Director 
concurs  with  the  findings  of  the  County 
Supervisor,  the  case  will  be  forwarded 
to  the  National  Office  with 
recommendations  that  the  improperly 
advanced  interest  credit  be  forgiven. 

(k)  Cancellation  of  interest  credit 
agreements. 

(l)  Reasons  for  cancellation.  An 
existing  Interest  Credit  Agreement  will 
be  cancelled  whenever. 

(1)  The  borrower  has  never  occupied 
the  dwelling  and  FmHA  will  not 
continue  with  the  loan. 

(ii)  The  borrower  ceases  to  occupy  the 
dwelling. 

(iii)  The  borrower  sells  or  conveys  the 
title  to  the  property. 

(iv)  The  borrower  has  a  substantial 
increase  in  income  and  is  clearly  able  to 
repay  the  loan  without  interest  credit. 

(2)  Effective  date  of  cancellation.  The 
effective  date  of  cancellation  for 
paragraph  (k)(l)(i)  of  this  section  will  be 
date  of  loan  closing.  The  effective  date 
of  cancellation  for  paragraphs  (k)(l),  (ii), 
(iii)  and  (iv)  of  this  section  will  be  ffie 
date  on  which  the  earliest  action  occurs 
which  causes  the  cancellation.  If  the 
date  cannot  be  determined,  the  date  on 
which  the  Gounty  Supervisor  became 
aware  of  the  Situation  will  be  used. 
When  foreclosure  action  is  being  taken 
against  a  borrower  and  none  of  the 
conditions  outlined  in  paragraph  (k)(l)  of 
this  section  exist,  the  Interest  Credit 
Agreement  will  remain  in  effect  until  the 
final  foreclosure  action  is  completed. 
However,  if  the  existing  agreement 
expires  before  the  foreclosure  case  is 
referred  to  the  U.S,  Attorney,  an  interest 
credit  renewal  will  be  prepared  in 
accordance  with  paragraph  (h)(3)  of  this 
section.  If  the  interest  credit  agreement 
expires  after  the  case  is  referred  to  the 
U.S.  Attorney,  further  interest  credit  will 
not  be  granted. 

(3)  Notification  to  the  Finance  Office. 
The  County  Supervisor  will  determine 
the  date  of  cancellation  and  notify  the 
Finance  Office  on  Form  FmHA  444-15, 
“Interest  Credit  Agreement  Cancellation 
(Section  502  RH  Loans).’’  The  Finance 
Office  will  process  the  cancellation  and 
will  accrue  interest  from  the  date  of 
cancellation  at  the  rate  of  interest 
shown  on  the  promissory  note.  Prompt 
notification  to  the  Finance  Office,  using 
Form  444-15,  is  extremely  important,  as 
any  transaction  affecting  the  borrower’s 
account  subsequent  to  cancellation  will 
be  incorrect  if  cancellation  action  has 
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not  been  completed  by  the  Finance 
Office. 

(1)  Applicant  or  borrower  notice  of 
right  to  appeal.  All  applicants  or 
borrowers  who  request  and  are  denied 
interest  credit  or  whose  interest  credits 
are  reduced,  cancelled,  or  not  renewed, 
will  be  notified  of  their  appeal  rights  as 
required  by  §  1900.53  Part  1900  Subpart 
B  except  when: 

(1)  Interest  credit  is  denied  because 
confirmed  income  is  above  published 
limits,  or 

(2)  Interest  credit  is  reduced  because 
of  acknowledged  income  increases. 

(m)  Submission  to  National  Office. 
The  State  Director  may  submit  to  the 
National  Office  for  determination  by  the 
Administrator  or  a  delegate  any 
proposed  transaction  in  which  the 
conditions  prescribed  in  the  foregoing 
paragraphs  of  this  section  cannot  be 
met,  and  it  is  determined  that  interest 
credit  is  necessary  to  avoid  extreme 
hardship  to  the  family  or  prevent 
foreclosure  action.  This  paragraph  is 
primarily  intended  to  be  used  for  those 
cases  in  which  the  granting  of  interest 
credit  is  necessary  for  the  borrower  to 
retain  a  dwelling  for  the  borrower’s  own 
use,  and  there  are  no  other  means  to  do 
so.  The  State  Director  will  submit  to  the 
National  Office  the  County  Office  files 
together  with  full  facts,  justification,  and 
recommendation. 

§§  1944.35-1944.36  [Reserved] 

§  1934.37  Subsequent  section  502  loans. 

Subsequent  Section  502  loans  may  be 
made  to  present  borrowers  for  the  same 
purpose  and  under  the  same  conditions 
and  limitations  as  initial  loans,  except 
as  provided  in  this  section. 

(a)  The  subsequent  loan  will  be 
processed  in  the  same  manner  as  initial 
loans,  except  that  a  new  appraisal 
report  will  be  required  in  accordance 
with  §  1944.24,  only  when  real  estate 
will  be  taken  a^security  and  at  least 
one  of  the  following  conditions  exists: 

(1)  The  property  was  not  appraised  in 
connection  with  the  initial  loan. 

(2)  The  latest  appraisal  report  of  the 
real  estate  is  over  two  years  old. 

(3)  The  physical  characteristics  of  the 
property  have  changed  significantly. 

(4)  The  County  Supervisor  or  loan 
approval  official  requests  a  new 
appraisal  report. 

(b)  A  subsequent  RH  loan  may  be 
made  on  note-only  basis,  provided  the 
amount  of  the  subsequent  loan  plus  the 
unpaid  principal  balance  of  any  prior 
note-only  RH  loan  or  loans  does  not 
exceed  $2,500. 

(c)  When  a  real  estate  mortgage  is 
required  in  connection  with  a 
subsequent  RH  loan,  any  outstanding 


RH  notes  will  be  described  in  the 
mortgage  unless  an  exception  can  be 
made  in  accordance  with  Part  1807,  of 
‘  this  Chapter  (Exhibit  A.  paragraph  II  F 
of  FmHA  Instruction  427.1). 

(d)  The  subsequent  loan  will  bear 
interest  at  a  rate  determined  in 
accordance  with  Exhibit  B  of  FmHA 
Instruction  440.1  (available  in  any 
FmHA  office). 

(e)  When  necessary  to  settle  a  divorce 
action,  a  subsequent  loan  may  be  made 
to  permit  the  remaining  borrower,  if 
eligible,  to  obtain  a  loan  to  purchase  the 
equity  of  the  remaining  spouse. 

(f)  In  cases  where  a  subsequent  loan 
is  necessary  to  correct  safety  and 
sanitation  or  construction  defects, 
principal  payments  on  the  subsequent 
loan  may  be  deferred  for  a  reasonable 
period  of  time  under  the  following 
conditions: 

(1)  Any  deferral  will  be  approved 
individually  by  the  Administrator. 

(2)  At  the  end  of  the  deferral  period, 
the  princial  balance  will  be  amortized 
over  the  remaining  period  of  the  loan. 

(3)  The  Administrator  determines  that 
the  borrower  would  be  unable  to  meet 
the  full  payments,  with  interest  credjt, 
on  both  the  outstanding  loan(s]  and  the 
proposed  subsequent  loan. 

(4)  The  Administrator  determines  that 
the  borrower  can  fully  repay  the  loan 
with  interest  if  the  payment  of  principal 
on  the  subsequent  loan  is  deferred  for  a 
reasonable  period  of  time. 

(5)  Any  loan  for  which  repayment  is 
deferred  must  be  secured  by  at  least  the 
best  mortgage  obtainable  on  the 
property  imporved  with  the  loan. 

(g)  When  an  area  designation  has 
been  changed  from  rural  to  non-rural, 
subsequent  RH  loans  may  be  made  only 
in  accordance  with  the  provisions  of 

§  1944.10(g)(4). 

(h)  The  initial  RH  loan  may  be 
reamortized  with  the  prior  authorization 
of  the  District  Director  Authority  to 
reamortize  an  account  will  be  granted  in 
those  cases  in  which  it  is  determined 
that  the  borrower  cannot  reasonably  be 
expected  to  meet  installments  due 
unless  the  account  is  reamortized.  It  will 
be  processed  in  accordance  with 

§  1951.20  or  §  1951.40  of  Part  1951 
Subpart  A. 

§  1944.38  Mutual  self-help  housing  loans. 

Applicants  who  are  unable  to  build 
modest  dwellings  by  contract  or 
borrower  methods,  because  of  limited 
income  and  repayment  ability,  may 
build  their  homes  by  participating  in  a 
mutual  self-help  housing  project.  The 
County  Supervisor  will  not  approve  RH 
loans  or  proceed  in  the  development  of  a 
self-help  project  without  prior 
authorization  of  the  State  Director.  If  an 


organization  applies  for  a  Technical 
Assistance  (TA)  grant,  the  District 
Director  will  submit  Form  AD-625, 
‘‘Application  for  Federal  Assistnace 
(Short  Form)”,  and  all  related 
information  concerning  the  technical 
assistance  grant  to  the  State  Director.  If 
it  is  determined  that  the  technical 
assistance  grant  has  been  approved  for 
funding,  the  State  Director  may  issue 
written  authorization  for  the  County 
Supervisor  to  approve  Mutual  Self-Help 
Housing  loans.  Exhibit  F,  “Mutual  Self- 
Help  Housing  Guidelines”,  will  be  used 
as  a  gude  for  developing  self-help 
projects  and  counseling  with 
participating  families.  The  County 
Supervisor,  in  counseling  with  families 
participating  in  self-help  housing 
projects,  will  determine  the  anticipated 
time  required  for  construction. 

§  1944.39  RH  loans  to  FmHA  employees 
and  loan  closing  officials. 

FmHA  employees.  County  Committee 
members,  and  loan-closing  officials,  or 
their  spouses  may  receive  a  Section  502 
RH  loan  subject  to  the  provisions  of  this 
Subpart  and  the  following  conditions: 

(a)  The  application  will  be  submitted 
to  the  County  Office  in  the  usual 
manner.  Written  evidence  indicating  the 
applicant's  inability  to  obtain  the 
needed  credit  will  be  included.  The 
County  Office  will  obtain  the 
verification  of  employment  and  credit 
report  and  submit  the  application  and 
related  information  to  the  District 
Director  for  review.  The  District  Director 
will  forward  the  applicant’s  docket, 
along  with  written  recommendation 
concerning  the  applicant’s  eligibility,  to 
the  State  Director  for  eligibility 
determination. 

(b)  The  State  Director  will  determine 
the  eligibility  of  the  applicant.  If  eligible, 
the  docket  will  be  returned  to  the 
District  Director  for  processing.  If  the 
applicant  is  determined  ineligible,  the 
State  Director  will  notify  the  applicant 
in  writing  and  will  provide  the  applicant 
all  information  required  by  §  1910.6(b)  of 
Part  1910  Subpart  A. 

(c)  The  application  will  be  retained  in 
the  County  Office  and  will  be  processed 
in  the  same  order  as  other  applications. 
The  District  Director  will  be  notified 
when  the  application  is  in  order  for 
processing  and  will  be  responsible  for 
the  complete  loan  processing. 

(d)  If  the  loan  applicant  works  outside 
the  county  in  which  the  application  is 
filed,  the  District  Director  may  permit 
authorized  County  Office  staff  to 
perform  the  appaisal  function.  In  all 
other  cases  the  District  Director  will 
appraise  the  property  or  have  it 
appraised  by  a  qualiHed  FmHA 
appraiser  from  outside  the'County  ‘ 
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OfHce  area  in  which  the  loan  is  to  be 
made.  The  completed  loan  docket 
together  with  the  District  Director’s 
written  recommendation  will  be 
submitted  to  the  State  Director  for 
consideration  of  approval. 

(e)  If  the  applicant  is  an  employee  in 
the  District  Office,  the  State  director  will 
designate  another  District  Director  to 
process  the  applications. 

(f)  The  State  Director  must,  before 
approving  the  loan,  determine  that  the 
applicant  has  not  been  and  will  not  be 
given  any  advantage  because  of  the 
FmHA  relationship  and  the  making  of  a 
loan  will  not  result  in  a  conflict  of 
interest  under  FmHA  Instruction  2045- 
BB  (available  in  any  FmHA  office).  The 
dwelling  may  not  exceed  the  needs  of 
the  applicant  to  other  FmHA  Hnanced 
dwellings  in  the  area. 

(g)  If  Ae  loan  is  approved,  the 
borrower's  case  file  will  be  maintained 
in  the  District  Office  and  the  loan  will 
be  serviced  by  the  District  Director.  In 
cases  where  the  District  Director  is 
absent  or  where  the  loan  was  made  to  a 
member  of  the  District  Office  staff,  the 
State  Director  will  designate  a  member 
of  the  State  Office  staff  to  service  the 
loan. 

(h)  If  the  loan  involves  any  type  of 
construction,  the  inspections  for  FmHA 
will  be  made  by  the  District  Director  or 
another  member  of  the  District 
Director's  staff  as  designated  by  the 
District  Director.  Under  no 
circumstances  will  the  employee 
receiving  the  loan  make  the  inspections 
for  FmHA. 

(i)  Loans,  credit  sales,  or  assumption 
agreements  will  not  be  approved  under 
this  authority  for  any  of  ffie  following 
purposes: 

(1)  Purchase  of  inventory  property. 

(2)  Purchase  of  a  dwelling  fi'om  a  RH 
borrower. 

(3)  Purchase  of  FmHA  security 
property  being  sold  at  foreclosure  sale. 

§  1944.40  Rural  housing  disaster  loans. 

RHD  loans  may  be  made  to  repair  or 
replace  dwellings  which  were  damaged 
or  destroyed  by  a  natmal  disaster  such 
as  earthquake,  flood,  forest  fire,  severe 
windstorm,  or  lightning. 

(a)  Elibibility  requirements. 

(1)  The  applicant  must  meet  the 
requirements  of  S  1944.8  and  .9  of  this 
Subpart. 

(2)  Nonfarm  applicants  must  have 
occupied  the  dwelling  as  their 
permanent  residence. 

(3)  The  loss  by  a  nonfarm  applicant 
was  not  the  result  of  a  major  disaster 
designated  by  the  President  or  a  natural 
disaster  designated  by  the 
Administrator  of  the  Small  Business 
Administration. 


(4)  The  loss  by  a  farmer  wa^  not  the 
result  of  a  major  disaster  designated  by 
the  President  or  a  natural  disaster 
designated  by  the  Secretary  of 
Agriculture. 

(5)  The  loan  application  must  be  filed 
within  12  months  after  the  date  the  loss 
occurred. 

(6)  The  applicant  must  use  available 
assets,  including  insurance  loss 
payments,  and  other  assistance,  to  the 
extent  available,  to  repair  or  replace  the 
damaged  or  destroyed  buildings. 

(b)  Repair  or  replacement  of 
buildings.  Repair  or  replacement  of  any 
damaged  or  destroyed  building  must  be 
consistent  with  the  basic  Section  502 
loan  policies.  Changes  may  be  made  in 
the  building,  but  in  any  case  the 
repaired  or  replaced  building  should  not 
be  significantly  larger  or  more  costly 
than  the  original  building  except  as 
necessary  to  provide  a  building  which  is 
adequate  but  modest.  Any  new  dwelling 
constructed  must  meet  the  limitations 
established  by  S  1944.16  of  this  Subpart. 

(c)  Interest  rate  and  source  of  funds. 

(1)  RHD  loans  will  be  made  at  an 
interest  rate  of  5  percent. 

(2)  Insured  loan  funds  will  be  used  for 
RW  loans. 

(d)  Approval  authorization.  The  State 
Director,  County  and  Assistant  County 
Supervisors  are  authorized  to  approve 
RHD  loans  in  accordance  with  FmHA 
Instruction  1901-A  (available  in  any 
FmHA  office)  for  Section  502  RH  loans. 

(e)  Deferred  payments.  The  initial 
payments  of  principal  and  interest,  or 
principal  only,  may  be  deferred  so  as 
not  to  become  due  until  as  late  as  the 
third  January  1  for  annual  payment 
notes,  or  the  third  anniversary  date  of 
the  note  for  monthly  payment  notes, 
subject  to  all  of  the  following  conditions: 

(1)  The  applicant,  as  a  result  of  the 
loss  suffered  from  the  disaster,  has  had 
a  substantial  loss  of  income;  or  debts, 
including  the  proposed  RHD  loan,  have 
increased  substantially  as  a  result  of  the 
disaster. 

(2)  The  income  loss  or  increase  in 
debts  must  be  sufficiently  great  so  that 
the  applicant  vdll  not  likely  be  qble  to 
pay  in  full  the  installments  that 
ordinarily  would  be  due  during  the 
proposed  deferment  period  and  also 
meet  other  obligations. 

(3)  The  applicant’s  other  debts  must 
be  adjusted  by  reduction, 
reamortization,  extension,  or  other 
means  to  the  extent  possible  by 
negotiation  with  other  creditors. 

(4)  The  applicant’s  income  will  be 
sufficient  after  the  deferment  period  to 
enable  the  applicant  to  meet  the 
payments  on  the  RHD  loan  and  all  other 
obligations. 


(f)  Form  FmHA  440-1.  The  appropriate 
assistance  code  number  will  be  entered 
in  the  space  provided  to  indicate  the 
nature  of  the  loss. 

§§1944.41-1944.43  [Reserved] 

§  1944.44  Refinancing  RH  ioans. 

Borrowers  will  be  requested  to  apply 
for  refinancing  of  RH  loans  if  credit  may 
be  available  fiom  another  source  at 
rates  and  terms  prevailing  in  the  area 
for  homeownership  loans.  The  borrower 
must  apply  for  and,  if  approved  by  the 
lender,  accept  the  refinancing  loan. 
Graduation  reviews  will  be  conducted  in 
accordance  with  Part  1865,  of  this 
Chapter  (FmHA  Instruction  451.6). 

§  1944.45  Conditional  commitments. 

(a)  General.  A  conditional 
commitment  is  assurance  from  FinHA  to 
a  qualified  builder  or  seller  that 
dwellings  to  be  built  or  rehabilitated 
and  offered  for  sale,  will  be  acceptable 
for  purchase  by  qualified  RH  loan 
applicants  if  built  in  accordance  with 
FmHA  approved  plans  and 
specifications  and  priced  at  not  more 
than  a  specified  maximum  amount.  The 
conditional  commitment  does  not 
reserve  funds  for  a  loan  nor  does  it 
assure  that  a  loan  applicant  will  be 
available  to  buy  the  dwelling. 

(b)  Eligibility:  To  be  eligible  for 
conditional  commitments,  the  builder  or 
seller  must: 

(1)  Be  the  owner  as  defined  in 

§  1944.15,  before  construction  is  started, 
of  the  site  on  which  the  dwelling  is 
located  or  to  be  built,  except  as 
indicated  in  Part  1822,  Subpart  G 
(paragraph  VIII  of  FmHA  Instruction 
444.8). 

(2)  Have  the  experience  and  ability  to 
complete  the  type  of  proposed  work  in  a 
competent  and  workmanlike  manner. 

(3)  Be  financially  responsible  and 
have  the  ability  to  finance  or  obtain 
financing  for  the  proposed  housing  or 
rehabilitation. 

(4)  Agree  to  certify  that  there  will  be 
no  discrimination  in  the  sale  of  the 
dwellings. 

(5)  Plan  to  build  or  rehabilitate 
dwellings  which  will  qualify  for 
purchase  by  RH  applicants  and  which 
will  be  in  compliance  with  all  applicable 
laws,  ordinances,  and  codes. 

(6)  Have  the  legal  capacity  to  enter 
into  the  required  agreements  and  the 
actual  capacity  to  carry  them  out. 

(c)  Limitations: 

(1)  Conditional  commitments  will  be 
issued  only  in  cases  where  the 
commitment  applicant’s  selling  price 
does  not  exceed  the  commitment  price, 
which  will  never  be  more  than  the 
appraised  value  minus  customary 
closing  costs. 
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(2)  Conditional  commitments  will  be 
issued  by  FmHA  only  for  new  homes  to 
be  constructed  or  existing  homes  to  be 
rehabilitated.  The  commitment  applicant 
must  provide  plans,  specifications,  and 
other  information  required  by  Form 
FmHA  422-8. 

(3)  Conditional  commitments  will  not 
be  issued  after  construction  has  started. 

(4)  Number  of  conditional 
commitments. 

(i)  The  total  number  of  conunitments 
issued  in  any  locality  will  not  exceed 
the  number  of  homes  for  which  there  is 
an  immediate  and  ready  market  in  that 
locality. 

(ii)  The  number  of  houses  on  which 
conditional  commitments  will  be 
outstanding  to  a  commitment  applicant 
at  any  time  will  not  exceed  15  in  any 
one  county  unless  authorized  by  the 
State  Director  after  the  State  Director. 

(A)  Determines  that  a  larger  number 
of  commitments  must  be  made  to  meet 
the  immediate  housing  needs  in  the 
area; 

(B)  Determines  that  authorizing  more 
than  15  commitments  to  one 
comixiitment  applicant  will  not  reduce 
the  participation  of  small  volume 
builders  in  the  rural  Housing  program; 
and 

(C)  Provides  guidelines  to  the  County 
Supervisor  to  assure  that  all  builders 
active  in  the  area  have  equal 
opportunity  to  obtain  more  than  15 
conditional  commitments. 

(iii)  The  total  number  of  conditional 
commitments  outsteinding  in  the  area 
served  by  a  County  Office  will  not 
exceed  the  number  on  which  the  County 
Supervisor  can  reasonably  expect  to  be 
able  to  approve  RH  loans  within  3 
months  after  the  houses  covered  by  the 
commitments  are  completed, 
considering  the  availability  of  loan 
funds  and  the  number  of  applications  in 
the  County  Office. 

(5)  The  period  of  the  conditional 
commitment  will  be  for  12  months  from 
the  date  of  issue,  the  commitment  may 
be  extended  for  an  additional  6  months 
if  justified  because  of  (i)  unexpected 
delays  in  construction  caused  by  such 
factors  as  bad  weather  or  materials 
shortages,  or  (ii)  marketing  difficulties. 

(d)  Conditional  commitments 
involving  packaging  of  applications:  A 
conditional  commitment  may  be  made 
to  a  builder  who  packages  a  Rural 
Housing  application  for  an  applicant  to 
buy  the  property.  In  cases  when  the 
dwelling  is  presold  and  is  to  be 
constructed  for  sale  only  to  a  specific 
applicant  and  the  information  on  the 
house  and  the  loan  applicant  is 
submitted  at  the  same  time,  all  of  the 
following  conditions  must  be  met  to 
avoid  misunderstanding  of  FmHA’s 


obligation  to  either  the  RH  applicant  or 
the  conditional  commitment  applicant; 

(1)  The  conditional  commitment  will 
not  be  approved  until  the  RH  loan  has 
been  approved. 

(2)  Construction  will  not  begin  until 
the  Coimty  Office  has  received  notice 
from  the  Finance  Office  that  funds  are 
obligated  for  the  RH  loan. 

(3)  The  RH  loan  will  be  closed  only 
after  the  dwelling  is  constructed  or  the 
rehabilitation  completed  and  final 
inspection  has  been  made. 

(e)  Fees:  Each  commitment  applicant 
will  pay  an  application  fee  at  the  time 
an  application  is  submitted  for  a 
conditional  commitment.  The  fee  for 
eech  dwelling  will  be: 

(1)  For  proposed  construction  of  new 
dwellings — $65. 

(2)  For  existing  dwellings  to  be 
rehabilitated — 

(f)  Processing  applications: 

(1)  The  application  will  be  in  the  form 
of  a  letter  which  must  include  the 
following  information: 

(1)  Number  of  dwellings  for  which 
commitments  are  being  requested. 

(ii)  Number  of  previous  FmHA 
commitments  on  dwellings  that  are 
unsold  as  of  the  date  of  application. 

(iii)  A  narrative  description  of  the  type 
and  location  of  the  dwellings  to  be  built 
or  rehabilitated. 

(iv)  Form  FmHA  422-8,  for  each 
dwelling.  The  applicant  must  complete 
Part  1  of  the  form  and  include  the 
attachments  specified  in  the  form. 

(v)  Application  fee. 

(2)  Transmittal  of  fees.  The  County 
Supervisor  will  transmit  application  fees 
on  Form  FmHA  451-2,  “Schedule  of 
Remittances'*.  The  payment  will  be 
handled  with  all  other  payments  for  the 
day  in  accordance  with  Part  1862  of  this 
Chapter  (FmHA  Instruction  451.2)  and 
the  FMI  for  Form  FmHA  451-2. 

(3)  Evaluation  of  applications.  The 
County  Super/isor  will  take  the 
following  actions  in  the  order  specified: 

(i)  Determine  whether  the  commitment 
applicant  meets  the  requirements  of 
paragraphs  (b)  and  (c)  of  this  section. 

(ii)  Determine  whether  the  dwelling 
and  site  meet  the  requirements  of  this 
Subpart  and  Subpart  A,  Part  1804 
(FmHA  Instructions  424.1),  and  will 
comply  with  all  local  codes  and 
ordinances.  When  the  property  is 
located  in  a  subdivision,  the  subdivision 
must  meet  the  requirements  of  Part  1804, 
Subpart  D  (FmHA  Instruction  424.5). 

(iii)  If  the  commitment  applicant  and 
the  dwelling  and  site  have  qualified,  an 
appraisal  will  be  made  in  accordance 
with  FmHA  Instruction  422.3  (available 
in  any  FmHA  office). 

(4)  Failure  of  applicant  or  dwelling  to 
qualify.  In  case  any  commitment 


applicant  or  dwelling  does  not  qualify 
for  a  conditional  commitment,  the 
documents  attached  to  the  letter  of 
application  will  be  returned  to  the 
commitment  applicant  with  a  letter 
explaining  why  the  application  was  not 
approved.  If  the  application  is  denied  for 
failure  to  meet  the  requirements  of 
paragraph  (b)(2)  or  (3)  of  this  section, 
notice  of  appeal  rights  will  be  given  as 
required  by  §  1900.53,  Part  1900,  Subpart 
B. 

(i)  The  application  fee  will  be 
refunded  if  for  any  reason  preliminary 
inspection  of  the  property  or 
investigation  of  the  commitment 
applicant  indicates  that  a  conditional 
commitment  cannot  be  issued.  For 
example,  the  property  might  be  located 
in  a  nonrural  area  or  the  dwellings  may 
not  be  of  a  type  that  the  FmHA  can 
appropriately  finance.  If  a  refund  is 
required,  a  memorandum  should  be  sent 
to  the  Finance  Office  indicating  the 
commitment  applicant’s  name  together 
with  the  date  and  amount  of  fees  paid. 
The  memorandum  should  also  indicate 
the  number  of  commitments  being 
denied  and  amount  of  fees  to  be 
refunded. 

(ii)  Application  fees  will  not  be 
refunded  for  any  property  on  which  the 
appraisal  has  been  made. 

(5)  Conditional  commitment  approval. 
The  State  Director,  District  Director, 
County  and  Assistant  County 
Supervisors  are  authorized  to  approve 
cbnditional  commitments  provided  the 
commitment  price  does  not  exceed  the 
loan  approval  authority  for  Section  502 
RH  loans  as  outlined  in  Subpart  A,  Part 
1901,  (available  in  any  FmHA  office).  If 
the  application  is  approved,  the  County 
Supervisor  will  complete  and  sign  Form 
FniHA  444-11  “Conditional 
Conunitment”.  When  a  qualified 
applicant  applies  for  a  loan  to  buy  a 
dwelling  on  which  a  conditional 
commitment  has  been  issued,  the 
commitment  documents  will  be 
transferred  to  the  RH  loan  docket. 

(g)  Inspections.  Inspections  of  work  to 
be  done  will  be  performed  in 
accordance  with  Subpart  A,  Part  1804 
(FmHA  Instruction  424.1).  The  original 
and  one  copy  of  Form  FmHA  424-12, 
“Inspection  Report”,  will  be  prepared. 
The  County  Supervisor  will  give  the 
commitment  applicant  the  original  of 
Form  FmHA  424-12  and  the  copy  will  be 
retained  in  the  County  Office  case  file. 
Failure  to  correct  any  deficiencies  or  to 
complete  the  work  in  accordance  with 
plans  and  specifications  approved  by 
FmHA  will  be  a  basis  for  cancelling  the 
conditional  commitment. 

(h)  Changes  in  plans,  specifications, 
and/or  commitment  price.  The  County 
Supervisor  is  authorized  to  approve 


Federal  Register  /  Vol.  45,  No.  32  /  Thursday,  February  14,  1980  /  Proposed  Rules 


10261 


changes  in  plans  and  specifications  that 
are  conistent  with  good  construction 
practices.  If  the  changes  are  requested 
after  an  option  has  been  executed  by  a 
rural  housing  applicant,  the  change  will 
be  approved  only  after  the  applicant 
submits  a  written  request  for  approval. 
If  a  change  will  reduce  or  increase  the 
appraised  value  of  the  property,  the 
County  Supervisor  will  revise  the 
commitment  price  and  inform  the 
commitment  applicant.  Also,  in  cases 
when  the  holder  of  a  conunitment 
reports  to  the  County  Supervisor  that 
costs  associated  with  the  construction 
or  repair  of  a  dwelling  have  increased, 
the  approval  official  may  increase  the 
commitment  price  provided  the  property 
has  not  been  optioned  by  an  RH 
applicant,  and  the  County  Supervisor 
determines  that  the  increase  is  clearly 
justified,  the  circumstances  causing  the 
price  increase  were  beyond  the 
commitment  applicant’s  control,  and  the 
value  of  the  property  is  adequate  to 
permit  the  increased  commitment  price. 
A  revised  appraisal  report  will  be 
prepared.  The  conditional  commitment 
will  be  revised,  initialed,  and  dated  by 
the  person  authorizing  the  change. 

(i)  Cancellation  of  outstanding 
conditional  commitments. 

(1)  Conditional  commitments  may  be 
cancelled  when  construction  of  the 
dwelling  is  not  begun  within  60  days 
after  the  conunitment  is  issued. 

(2)  Conditional  commitments  will  be 
cancelled  when  construction  is  not  in 
accordance  with  all  FmHA 
requirements,  approved  plans, 
specifications,  or  MPS,  and  the  builder 
refuses  to  make  corrections  necessary 
for  compliance. 

(1)  Folder  maintenance.  Documents 
prescribed  in  this  Subpart  will  be  filed 
in  accordance  with  FmHA  Instruction 
2033-A  (available  at  any  FmHA  office). 

(k)  Builder’s  warranty.  The  builder  or 
seller,  as  appropriate,  will  execute  Form 
FmHA  424-19,  “Builder’s  Warranty’’,  or 
provide  a  10  year  insured  warranty 
when  the  loan  to  buy  the  dwelling  is 
closed. 

§  1944.46  Construction  financing  for 
builders  by  private  sources  of  credit 

(a)  The  purpose  of  this  section  is  to 
provide  a  method  by  which  a  builder 
may  be  able  to  obtain  construction 
credit  from  commercial  sources  of 
credit.  It  may  eliminate  the  need  to  use  a 
supervised  bank  account  and  also 
eliminate  the  need  for  the  borrower  to 
make  payments  on  the  loan  during 
construction. 

(b)  This  method  may  be  used  under 
the  following  conditions: 

(l)  A  conditional  commitment  has 
been  or  will  be  issued,  an  RH  loan 


approved,  and  funds  obligated  for  the 
applicant  in  accordance  with  §  1994.45, 
or 

(2)  The  applicant  owns  a  building  site 
and  will  contract  the  construction  or 
improvement  of  the  building  or 
buildings.  In  such  a  case: 

(i)  The  applicant  will  retain  ownership 
of  the  site  and  not  convey  title  to  the 
builder,  and 

(ii)  The  lender  providing  the 
construction  financing  will  not  take  a 
mortgage  on  the  site  owned  by  the 
applicant  or  otherwise  require  the 
applicant  to  secure  the  construction 
loan. 

(c)  This  method  may  not  be  used  if  the 
RH  loan  is  made  in  participation  with  an 
FO  or  an  individual  SW  loan. 

(d)  Loan  docket  forms  will  be 
prepared  in  accordance  with  §  1944.30  of 
this  Subpart.  Applicants  who  own  the 
building  site  will  be  required  to  obtain 
and  submit  to  the  County  Supervisor 
preliminary  title  evidence  in  accordance 
with  Part  1807  (FmHA  Instruction  427.1). 
Satisfactory  title  or  leasehold  interest  in 
the  property  must  be  confirmed  before 
execution  of  Form  FmHA  424-6, 
“Construction  Contract’’  (available  in  all 
County  Offices),  and  Form  FmHA  444- 
16,  “Notice  of  Loan  Approval’’. 

(e)  When  the  processed  original  of 
Form  FmHA  440-1,  is  received  from  the 
Finance  Office,  the  County  Supervisor 
will  complete  and  sign  an  original  and 
one  copy  of  Form  FmHA  444-16.  The 
original  of  Form  FmHA  444-16  will  be 
given  to  the  builder  and  a  copy  will  be 
retained  in  the  loan  docket. 

(f)  The  builder  may  present  Form 
FmHA  444-16,  Form  FmHA  444-11, 
FmHA  440-34,  or  FmHA  424-6,  as 
appropriate,  to  a  commercial  lender  to 
obtain  construction  Hnancing.  The 
County  Supervisor  will  make  no 
commitments  to  the  lender  except  as 
indicated  on  the  above  forms. 

(g)  The  required  inspections  will  be 
made  by  FmHA  or  a  firm  or  company 
that  will  provide  a  10  year  insured 
warranty.  In  all  cases  the  Bnal 
inspection  will  be  made  by  FmHA. 

Copies  of  Form  FmHA  424-12,  will  be 
provided  to  the  builder  and,  if  requested, 
to  the  commercial  lender. 

(h)  The  lender  is  responsible  for 
determining  the  amount  that  will  be 
advanced  to  the  builder  under  the 
construction  financing  arrangement,  and 
for  determining  any  measures  necessary 
to  protect  its  interest. 

(i)  When  construction  is  completed, 
the  loan  will  be  closed  in  accordance 
with  Part  1807  of  Subpart  A  of  this 
Chapter  (FmHA  Instruction  427.1), 
usually  within  10  days  after  satisfactory 
completion  of  construction. 


§§  1944.47-1944.49  [Reservedl 

Exhibit  A. — Rural  Areas  of  10,000  to  204)00 
Population 

I.  Purpose.  This  Exhibit  lists  those  areas 
which  are  eligible  for  Fanners  Home 
Administration  (FmHA)  housing  programs  as 
rural  areas  which  have  populations  in  excess 
of  10,000  but  not  in  excess  of  20,000,  are  not 
part  of  or  associated  with  an  urban  area,  are 
not  located  in  a  Standard  Metropolitan 
Statistical  Area  (SMSA),  and  have  a  serious 
lack  of  mortgage  credit  for  low-  and 
moderate-income  families  as  determined  by 
the  Secretary  of  Agriculture  and  the 
Secretary  of  Housing  and  Urban 
Development.  State  Directors  are  authorized 
to  identify  by  list  and  maps  the  eligible  areas 
in  appropriate  State  Supplements  issued  in 
accoidance  with  S  1944.3  (s)  (4)  of  Subpart  A. 

II.  Eligible  Areas.  The  areas  eligible  for 
FmHA  assistance  by  State  are: 

Alabama:  Alexander  City,  Andalusia, 

Cullman,  Enterprise,  Ozark,  Sylacauga, 
Talladega,  Troy,  Tuskegee. 

Arizona:  Casa  Grande.  Douglas,  Prescott. 
Arkansas:  Camden,  Conway,  Forrest  City, 
Magnolia,  Paragould,  Russellville,  Searcy, 
Stuttgart. 

California:  Areata,  Atwater,  Brawley, 
Calexico,  Hanford,  Madera,  Oroville, 
Paradise,  Porterville.  Tulare,  Ukiah. 
Colorado:  Canon  City-East  Canon  City, 
Durango,  Sterling. 

Connecticut:  Willimantic. 

Florida:  Lake  City,  Leesburg,  Naples,  Port 
Charlotte,  Palatka,  Vero  Beach-Gi^ord. 
Georgia:  Americus,  Bainbridge,  Carrollton, 
Cartersville,  Cordele,  Douglas,  Dublin-East 
Dublin,  Moultrie,  Newnan,  Statesboro, 
Thomaston,  Tifton. 

Idaho:  Caldwell,  Coeur  d'Alene,  Moscow. 
Illinois:  Canton,  Centralia,  Charleston,  Dixon, 
Effingham,  Herrin-Energy,  Lincoln,  Marion, 
Monmouth,  Mt.  Vernon,  Ottawa,  Pontiac, 
Streator,  Taylorville. 

Indiana:  Bedford,  Connersville, 
Crawfordsville.  Frankfort,  Goshen, 
Huntington,  Logansport,  Madison,  Peru, 
Seymour,  Wabash,  Washington. 

Iowa:  Boone,  Fort  Madison,  Keokuk,  Newton, 
Oskaloosa,  Spencer. 

Kansas:  Arkansas  City,  Atchison,  Chanute, 
Coffeyville,  Dodge  City,  Garden  City,  Great 
Bend,  Hays,  Independence,  Liberal, 
McPherson,  Newton,  Ottawa,  Parsons, 
Winfield. 

Kentucky:  Danville,  Elizabethtown,  Glasgow, 
Madisonville,  Mayfield,  Middlesboro, 
Murray,  Richmond.  Somerset. 

Louisiana:  Abbeville,  Bastrop,  Bogalusa, 
Crowley,  Eunice,  Hammond,  Jennings, 
Morgan  City,  Natchitoches,  Ruston, 
Thibodaux. 

Maine:  Brunswick,  Sanford. 

Maryland:  Cambridge. 

Massachusetts:  Gardner,  Greenfield,  North 
Adams,  Southbridge,  Hyannis-West 
Yarmouth-South  Yarmouth-West  Dennis- 
Dennis  Port-South  Dennis. 

Michigan:  Alma,  Alpena.  Big  Rapids, 

Cadillac,  Escanaba.  Iron  Mountain- 
Kingsford.  Niles,  Sault  Sainte  Marie, 
Traverse  City. 

Minnesota:  Bemidji,  Brainerd.  Breckenridge, 
Cloquet,  Fairmont,  Faribault,  Fergus  Falls, 
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Marshall,  New  Ulm,  Northfield,  Owatonna, 
Red  Wing,  Willmar,  Worthington. 
Mississippi:  Brookhaven,  Canton,  Cleveland, 
Corinth,  Grenada,  McComb,  Oxford, 
Picayune,  Starkville,  Yazoo  City. 

Missouri:  Carthage,  Flat  River-Elvins- 
Desloge-Rivermines-Leddington-Esther, 
Fulton,  Hannibal,  Kennett,  Kirksville, 
Marshall,  Mexico,  Moberly,  Poplar  Bluff, 
Rolla,  Sikeston,  Warrensburg. 

Montana:  Anaconda,  Havre,  Kalispell. 
Nebraska:  Beatrice,  Columbus,  Kearney, 
Norfolk,  Scottsbluff. 

New  Hampshire:  Berlin,  Claremont,  Laconia, 
Rochester. 

New  Mexico:  Artesia,  Gallup,  Las  Vegas,  Los 
Alamos,  Portales. 

New  York:  Batavia,  Coming,  Cortland, 
Homell,  Massena,  Ogdensburg,  Olean, 
Oneonta. 

North  Carolina:  Albemarle,  Cherry  Point, 
Eden,  Elizabeth  City,  Henderson,  Lenoir, 
Lumberton,  Mt.  Airy-Toast-Bannertown, 
Morganton,  New  Bern,  Reidsville,  Roanoke 
Rapids-Gaston,  Sanford,  Shelby,  Tarboro- 
Princeville. 

North  Dakota:  Dickinson,  Jamestown, 
Wahpeton,  Williston. 

Ohio:  Bellefontaine,  Bucyrus,. Cambridge, 
Conneaut,  Coshocton,  Defiance,  Fostoria, 
Fremont,  Galion,  Greenville,  Mount 
Vernon,  Norwalk,  Salem,  Sidney, 
Washington  Court  House,  Wilmington, 
Wooster. 

Oklahoma:  Ada,  Chickasha,  Duncan.  Durant, 
McAlester,  Miami,  Okmulgee. 

Oregon:  Ashland,  Astoria,  Bend,  Grants  Pass, 
La  Grande,  McMinnville,  Pendleton, 
Roseburg,  The  Dalles. 

Pennsylvania:  Athens-SayTe-South  Waverly, 
Berwick,  Bloomsburg,  Bradford, 
Chambersburg,  Clearfield,  Connellsville, 
DuBois,  Elwood  City,  Franklin,  Greenville, 
Grove  City,  Indiana,  Kulpmont-Mount 
Carmel-Marion  Heights,  Lewistown,  Lock 
Haven,  Meadville,  Oil  City,  Shamokin, 
Sunbury,  Warren,  Waynesboro. 

Puerto  Rico:  Coamo,  Fajardo,  Guayama, 
Humacao,  Manati,  San  German.  Utuado, 
Vega  Baja,  Yauco. 

South  Carolina:  Beaufort,  Gaffney, 
Georgetown,  Lancaster,  Laurens,  Union. 
South  Dakota:  Brookings,  Huron,  Mitchell, 
Watertown,  Yankton. 

Tennessee:  Athens,  Cookeville,  Dyersburg, 
Greenville,  Humboldt,  McMinnville, 
Shelbyville,  Tullahoma,  Union  City. 

Texas:  Bay  City,  Beeville,  Borger, 

Brownwood,  Eagle  Pass,  Gainesville, 
Henderson,  Hereford,  Kerrville,  Lamesa, 
Levelland,  Mineral  Wells,  Palestine,  Pecos, 
Port  Lavaca,  Snyder,  Sulphur  Springs, 
Sweetwater,  Uvalde,  Vernon. 

Utah:  Brigham  City. 

Vermont:  Essex  Junction,  Montpelier-Baire. 
Virgin  Islands:  Charlotte  Amalie. 

Virginia:  Covington,  Harrisonburg, 
Martinsville,  Pulaski,  Radford. 

Waynesboro,  Winchester. 

Washington:  Centralia,  Ellensburg,  Moses 
Lake,  Mount  Vernon,  Oak  Harbor,  Port 
Angeles. 

West  Virginia:  Martinsburg. 

Wisconsin:  Beaver  Dam,  Marshfield, 
Menomonie,  Watertown,  Whitewater. 
W'yoming:  Sheridan. 


Exhibit  B. — Addresses  for  Authentication  of 
Alien  Registration  Cards 
This  Exhibit  lists  the  addresses  of  the 
Immigration  and  Naturalization  Service 
district  offices.  To  comply  with  §  1944.9(cJ  of 
Subpart  A,  County  Supervisors  will  request 
verihcation  of  the  validity  of  alien  « 
registration  cards  by  writing  to  the  nearest 
office.  Following  the  list  of  offices  is  a  sample 
letter  that  may  be  used  for  authenticating  the 
Alien  Registration  cards. 

A  list  of  these  offlced  follows: 

Albany,  New  York  12207,  Post  Office  and 
Courthouse,  Room  220,  445  Broadway. 
Anchorage,  Alaska  99501,  U.S.  Post  Ofhce 
and  Courthouse  Building,  Room  401,  632  W. 
6th  Avenue. 

Atlanta,  Georgia  30309, 1430  West  Peachtree 
Street,  NW. 

Baltimore,  Maryland  21201,  E.  A.  Garmatz 
Federal  Building,  100  S.  Hanover  St. 

Boston,  Massachusetts  02203,  John  Fitzgerald 
Kennedy  Federal  Building,  Government 
Center, 

Buffalo.  New  York  14202,  68  Court  Street. 
Chicago,  Illinois  60604,  Dirksen  Federal 
Office  Building,  219  South  Dearborn  Street. 
Cincinnati,  Ohio  45201,  U.S.  Post  Office  and 
Courthouse,  5th  and  Walnut  Streets,  Post 
Office  Box  537. 

Cleveland,  Ohio  44199,  Anthony  J.  Clebrezze, 
Room  1917,  Federal  Building,  1240  East  9th 
Street. 

Dallas,  Texas  75202,  Room  1C13,  Federal 
Building,  1100  Commerce  Street. 

Denver,  Colorado  80202, 17027  Federal  Office 
Building. 

Detroit,  Michigan  48207,  Federal  Building,  333 
Mount  Elliott  Street. 

El  Paso,  Texas  79984,  343  U.S.  Courthouse, 
Post  Office  Box  9398. 

Hammond,  Indiana  46320, 102  Federal 
Building,  507  State  Street. 

Hartford,  Connecticut  06105, 900  Asylum 
Avenue. 

Helena,  Montana  596C1,  Federal  Building, 

Post  Office  Box  1724. 

Honolulu,  Hawaii  96809,  595  Ala  Moana 
Boulevard,  Post  Office  Box  461. 

Houston,  Texas  77208,  Federal  Building,  U.S. 
Courthouse,  515  Rusk  Avenue:  Post  Office 
Box  61630. 

Kansas  City,  Missouri  64106,  Suite  1100,  324  E 
Eleventh  Street. 

Los  Angeles,  California  90012,  300  North  Los 
Angeles  Street. 

Memphis,  Tennessee  38104, 814  Federal 
Building,  167  North  Main  Street. 

Miami,  Florida  33130,  Room  1324,  Federal 
Building,  51  Southwest  First  Avenue. 
Milwaukee,  Wisconsin  53202,  Room  186 
Federal  Building,  517  East  Wisconsin 
Avenue. 

Newark,  New  Jersey  07102,  Federal  Building. 
970  Broad  Street. 

New  Orleans,  Louisiana  70113,  Postal 
Services  Building,  701  Loyola  Avenue. 

New  York,  New  York  10007, 26  Federal  Plaza. 
Norfolk,  Virginia  23502,  Room  207,  Bank  of 
Virginia  Building,  870  North  Military 
Highway. 

Omaha,  Nebraska  68102,  Room  1008,  Federal 
Office  Building,  106  South  15th  Street. 
Philadelphia,  Pennsylvania  19106,  Room  1321 
U.S.  Courthouse,  Independence  Mall  West, 
601  Market  Street. 


Phoenix,  Arixona  85025,  Federal  Building,  230 
North  First  Avenue. 

Pittsburgh,  Pennsylvania  15222,  2130  Federal 
Building,  1000  Liberty  Avenue. 

Port  Isabel,  Texas  78566,  Rural  Route  3,  Los 
Fresnos,  Texas 

Portland,  Maine  0411Z  76  Pearl  Street 
Portland,  Oregon  97209,  Federal  Office 
Building,  511  N.W.  Broadway 
Providence,  Rhode  Island  02903,  Federal 
Building,  U.S.  Post  Office,  Exchange 
Terrace 

Reno,  Nevada  89502,  Suite  150,  350  South 
Center  Street 

Saint  Albans,  Vermont  05478,  Federal 
Building,  Post  Office  Box  591 
Saint  Louis,  Missouri  63101,  Room  423,  U.S. 
Courthouse  and  Customhouse,  1114  Market 
Street 

Saint  Paul,  Minnesota  55111,  Fort  Snelling 
Salt  Lake  City,  Utah  84138,  Room  4103,  New 
Federal  Building,  125  South  State  Street 
San  Antonio,  Texas  78206,  Suite  A301,  U.S. 

Federal  Building,  727  East  Durango 
San  Diego,  California  92188,  880  Front  Street 
San  Francisco,  California  94111,  Appraisers 
Building,  630  Sansome  Street 
San  Juan,  Puerto  Rico  00936,  U.S.  Immigration 
and  Naturalization  Service,  GPO  Box  5068, 
Hato  Rey,  Puerto  Rico 

Seattle,  Washington  98134,  815  Airport  Way, 
South 

Spokane,  Washington  99201,  691  U.S. 

Courthouse  Building 
Washington,  D.C.  20538, 1025  Vermont 
Avenue  NW. 

Sample  Letter  for  Authenticating  Alien 
Registration  Cards 

To:  Immigration  and  Naturalization  Officer 


Subject:  (Mr.)  (and  Mrs.) 


(Passport  or  alien  registration  number) 


(Address) 

(Mr.)  (and  Mrs.)  (Ms.) - (has) 

applied  for  a  Rural  Housing  loan  from  the 
Fanners  Home  Administration  (FmHA).  One 
condition  for  eligibility  of  noncitizens  is  that 
the  applicant  has  been  admitted  to  the  United 
States  for  permanent  residency  or  an 
indefinite  parole. 

Please  advise  whether  the  identified  alien 
registration  card  is  valid  and  entitles  the 
holder  to  remain  in  the  United  States  for 
permanent  residency  or  an  indefinite  parole 
by  completing  the  last  paragraph  of  this  letter 
and  signing  in  the  space  provided.  Attached 
is  a  self-addressed  franked  envelope  for 
returning  the  information  to  this  office. 

Sincerely, 


County  supervisor,  FmHA 


County  office  address 
Privacy  Act  Consent 
I  have  stated  to  FmHA  personnel  that  I 
have  been  admitted  to  the  U.S.  (for 
permanent  residency)  (on  indefinite  parole). 
My  signature  below  authorizes  verification  of 
the  requested  information. 


Applicant 
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Alien  Registration  Card  No. - (is)  (is 

not)  valid  and  (does)  (does  not)  entitle  the 
holder  to  remain  in  the  U.S.  (for  permanent 
residency)  (on  indefinite  parole). 


Signature 


Title 

Immigration  and  Naturalization  Service 

Exhibit  C. — Maximum  Adjusted  Income  for 
Low-Income  Households 


Maximum 

adjusted 


.  State  or  territory;  income 

Alabama . . : _ _ _  SI  .200 

Alaska _ 16,800 

American  Samoa..-. _ - . . - .  11.200 

Arizona . . . . - .  11,200 

Arkansas . . .  1 1 ,200 

California . - .  11,200 

Colorado . 11,200 

Connecticut _ - _  11,200 

Delaware. . . 11,200 

Florida _ 11,200 

Georgia™™,—. . 11.200 

Guam . 13,700 

Hawaii . . . . . 13,700 

Waho . . 11,200 

minois . . . — . . .  11,200 

Indiana . . 11,200 

Iowa _ _ _ _ IliOO 

Kansas.- . — . - .  11,200 

Kentucky _ _ - . . .  11,200 

Louisiana . . — . - .  1 1 ,200 

Maine . . t _  11,200 

Mariana  Islands .  11,200 

Maryland . . . 11,200 

Massachusetts . . . 11,200 

Michigan _ - . - .  11,200 

Minnesota . . . ! . - .  1 1 ,200 

Mississippi.... . . . .  1 1 ,200 

Missouri . 11200 

Montana _ 11200 

Nebraska . 11,200 

\  Nevada _ 11200 

New  Hampshire . 11200 

New  Jersey  — .  1 1 ,200 

New  Mexico _ .’. _ _  11200 

New  York _ 11,200 

North  Carolina  _ _ _  1 1 ,200 

North  Dakota . . . .  1 1 ,200 

Ohio- . . 11.200 

Oklahoma . . 11,200 

Oregon . . . . - . - .  11,200 

PennsyNaida _ 11200 

Puerto  Rico _ 11,200 

Rhode  Island  . . . .  1 1 ,200 

South  CaroNna- _ 11200 

South  Dakota _ - _ _  11200 

Tennessee . . 11,200 

Texas . - . - . - _ _  11,200 

Trust  Territory  of  Pacific  Islands _ - .  1 1 ,200 

Utah . , .  11,200 

Vermont . — . - . 11,200 

Vinginia . 11,200 

Virgin  Islands...— . 11,200 

Washington  _ _ _  1 1 ,200 

West  Virginia. _ 11,200 

Wiscorwin . 11200 

Wyoming .  1 1 ,200 


Exhibit  D. — Maximum  Adjusted  Income  for 
Moderate-Income  Households 


State  or  territory: 

Alabama . — . 

Alaska . - . 

Maximum 

adjusted 

income 

.  $15,600 

.  23,400 

15.600 

15,600 

15,600 

15,600 

Colorado .  . . . . 

15,600 

Maximum 

adjusted 

State  or  territory:  income 

Connecticut . . . — .  15,600 

Detaware _ _.™™;- . . .  15,600 

Florida . . . - .  15,600 

Georgia - - - - .  15,600 

Guam . . . . . . . — . .  16,500 

Hawai . . . . .  18,500 

Idaho _ — _ _  15,600 

Winoia _ _ _ _  15,600 

Indiana . - .  15,600 

Iowa . - . — - — ™— — .  15,600 


Kansas . 

Kentucky . — . . . . — 

Louisiana . . — ...... _ 

Maiiw _ 

Mariana  Islands.™-™..™ . 

Maryland . . . . — 

Massachusetts . . — _ _ 

Michigan . _ _ _ 

Minnesota _ — - 

Mississippi . - . 

Missoun . — - - 

Montana  — — ... 

Nebraska . . . . 

New  Hampehire _ 

New  Jersey _ _ _ _ 

New  Mexico _ _ _ 

New  York . . 

North  Carolina _ ._. _ _ 

North  Dakota . - 

Okiatama. - 

Oregon - 

Rennsytaania _ 

Puerto  Rico . - . . . 

Rhode  Island . . 

South  Carolina _ 

South  Dakota — - - 

Tennessee _ _ _ _ 

Texas . ..... 

Trust  Territory  of  PaciTic  Islands  --. 

Vermont - 

Virgin  Islands _ - _ _ _ 

Washington  — . — - - 

West  Vir^nte _ - 

Wisconsin . . . — .™. 

Wyoming . . . . . . . 


15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15,600 

15.600 

15.600 

15.600 

15.600 

15.600 

15.600 
15,600 
15,600 
15,600 
15,600 

15.600 

15.600 

15.600 
15,600 
15,600 
15,600 
15,600 
15,600 
15,600 
15,600 


Exhibit  E^ 

Interest  Credit  Agreement  Renewal 

Dear  FmHA  Borrower: 

The  Interest  Credit  Agreement  you  signed, 
reducing  the  effective  interest  rate  on  your 
Rural  Housing  loan,  expires  soon.  To 
determine  whether  you  are  eligible  to 
continue  to  receive  a  reduction  in  your 
housing  loan  payment,  we  will  need 
information  about: 

1.  Your  income  and  the  income  of  others 
who  live  or  propose  to  live  in  the  dwelling 
during  the  next  12  months.  You  should  report 
all  income  to  be  received  from  employment, 
including  overtime  pay,  bonuses, 
commissions,  tips,  etc.  You  should  also 
include  all  income  to  be  received  from  other 
sources  such  as  unemployment  benefits, 
workman's  compensation,  disability  incoipe, 
pensions,  veteran's  benefits,  social  security, 
child  support,  alimony,  welfare  payments, 
and  any  other  source. 

2.  The  ages  and  relationship  to  you  of 
others  who  live  or  propose  to  live  in  your 
dwelling. 

3.  The  amount  of  real  estate  taxes  paid  by 


you  on  your  dwelling  last  year  reduced  by 
any  tax  exemptions  available  but  not  taken. 

4.  The  amount  you  pay  each  year  for  fire  or 
hazard  insurance  on  your  dwelling. 

This  information  must  be  provided 
promptly  to  the  Farmers  Home 
Administration  (FmHA)  by  completing  the 
enclosed  Interest  Credit  Agreement.  When 
applicable,  the  enclosed  Request  for 
Verification  of  Employment  should  also  be 
completed. 

1.  Interest  Credit  Agreement — ^This  form 
must  be  completed  correctly  and  fully.  If  you 
are  self-employed  or  a  farmer,  contact  the 
County  Supervisor  for  an  appointment  so  that 
the  County  Supervisor  may  assist  you  in 
providing  the  required  information. 
Otherwise,  provide  complete  information  in 
section  2  of  the  agreement,  sign  the  form  in 
the  space  provided,  and  send  all  copies  of  the 
form  to  the  FmHA  County  Office  using  one  of 
the  enclosed  envelopes. 

2.  Request  for  Verification  of 
Employment — If  you  are  not  self-employed  or 
are  not  a  farmer,  you  should  have  your 
employer  complete  this  form.  Furthermore,  a 
form  should  be  prepared  for  each  person 
living  in  your  house  or  who  proposes  to  live 
there  in  the  next  12  months,  who  has  reached 
the  legal  age  of  majority  in  the  State  and 
receives  income  from  salary  or  wages.  You 
and  other  employed  members  of  your 
household  should  each  complete  items  1,  2, 
and  3  of  a  Request  for  Verification  of 
Employment  form,  sign  it  in  block  4,  and  send 
or  give  it,  with  one  of  tho  enclosed  envelopes, 
to  each  employer  with  a  request  that  the  form 
be  completed  within  10  days  and  sent  to  the 
FmHA  County  Office.  To  ensure  that  the  form 
is  returned  to  the  County  Office,  you  should 
place  a  stamp  on  the  envelope  before  giving  it 
to  the  employer.  If  more  than  two  members  of 
your  household  are  employed,  additional 
copies  of  the  form  shoidd  be  obtained  from 
the  FmHA  County  Supervisor. 

After  the  County  Supervisor  has  received 
all  of  the  required  information,  the  County 
Supervisor  will  return  a  copy  of  the  Interest 
Credit  Agreement  form  to  you.  The  agreement 
will  show  the  amount  of  interest  credit,  if 
any,  that  will  be  credited  to  your  loan 
account. 

Failure  to  provide  complete  and  accurate 
information  or  to  return  the  forms  promptly  to 
the  FmHA  may  result  in  your  not  receiving 
additional  interest  credit,  thus  increasing  the 
payments  on  your  loan. 

The  enclosed  Interest  Credit  Agreement 
and  Verification  of  Employment  must  be 
completed  and  returned  to  your  local  County 
Supervisor  by  (date).  If  the  forms  are  not 
returned  and  a  new  agreement  processed, 
your  loan  payments  will  be  increased  to 
$— : —  beginning  with  your  (date)  payment. 
Please  see  that  all  papers  are  returned  as  all 
income  must  be  counted  to  compute  Interest 
Credit.  If  you  have  any  questions  you  should 
contact  the  local  County  Supervisor 
immediately  at  (phone  number). 
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Mutual  Self-Help  Housing  Guidelines 

How  to  give  low-income  rural  people  an 
opportunity  to  have  a  decent  home  of  their 
own  is  a  major  challenge  in  rural  America.  To 
help  such  persons  have  an  adequate  home  at 
a  cost  they  can  afford,  the  Fanners  Home 
Administration  (FmHA)  makes  Rural  Housing 
(RH)  loans  to  individual  persons  to  enable 
them  to  participate  in  a  mutual  self-help 
housing  project.  This  program  is  specifically 
designed  to  help  those  who  do  not  have 
enough  income  to  build  modest  homes  by 
customary  methods,  to  work  together  to  build 
modest  homes  of  their  own. 

Participating  applicants  who  are  approved 
by  FmHA  may  obtain  rural  housing  loans  to 
buy  materials,  to  pay  for  any  skilled  labor 
and  contract  costs  required  for  work  on  their 
own  homes  and  if  necessary  buy  a  building 
site.  Basic  construction  labor  will  be 
performed  by  families  mutually  helping  each 
other,  after  forming  an  imincorporated  or 
incorporated  association  for  this  purpose. 

This  exchange  of  labor,  without  a  cash  cost 
to  the  families.  Is  the  key  to  the  mutual  self- 
help  housing  program.  In  this  way  the  houses 
can  be  built  for  considerably  less  cash  cost 
than  by  customary  methods. 

There  nlso  may  be  savings  in  the  cost  of 
materials  purchased.  All  members  of  the 
group  may  buy  their  materials  from  suppliers 
who  offer  the  most  favorable  prices.  Material 
suppliers  may  offer  discounts  to  those 
participating  in  mutual  self-help  housing  if 
they  know  they  will  have  a  large  volume  of 
sales  to  members  of  the  group. 

Families  have  been  able  to  build  modest 
homes  suited  to  their  needs  at  savings  of 
several  thousand  dollars.  This  substitution  of 
labor  equity  for  cash  can  reduce  the  cost  of 
homes  enough  to  bring  the  price  of  a  modest 


home  within  reach  of  low-income  rural 
families. 

Persons  interested  in  working  with  other 
families  on  an  organized  basis  to  build  their 
own  homes  should  contact  the  FmHA  County 
Supervisor  serving  the  area  in  which  the 
housing  will  be  located. 

The  County  Supervisor  will  obtain  the  prior 
approval  of  the  State  Director  for  committing 
the  FmHA  to  participate  in  each  mutual  self- 
help  project. 

Leadership  and  Supervision 

FmHA  will  provide  the  overall  leadership 
and  supervision  and  determine  the  eligibility 
of  the  participating  applicants  to  receive 
Rural  Housing  loans.  A  special  construction 
supervisor  may,  with  prior  authorization  of 
the  National  Office,  be  hired  by  the  State 
Director  to  help  the  applicants  with  their 
home  building.  In  some  cases  construction 
supervision  assistance  may  be  offered  by 
another  agency  or  organization.  FmHA  will 
consider  such  offers  under  the  following 
conditions: 

1.  The  agency  or  organization  must  have 
the  legal,  Bnancial  and  actual  capacity  and 
resources  to  provide  the  construction 
supervision  assistance  under  the  direction  of 
the  FmHA  County  Supervisor. 

2.  The  respective  responsibilities  of  all 
parties  should  be  clearly  defined  and  stated 
in  a  written  agreement  to  be  signed  by  the 
participating  agencies. 

3.  The  proposal  must  be  compatible  with 
the  FmHA  borrower  method  of  operation, 
more  specifically: 

a.  FmHA  will  make  Rural  Housing  loans  to 
applicants  based  on  the  need  and 
qualifications  of  each. 

b.  FmHA  will  determine  the  eligibility  of 
each  applicant,  approve  the  house  plans, 
inspect  the  construction,  and  disburse  loan 
funds  as  needed  on  an  individual-case  basis. 
Loan  funds  will  not  be  pooled. 

c.  No  advance  commitments  of  loan  funds 
will  be  made  for  any  project  A  commitment 
of  funds  will  be  made  for  each  loan  when  it  is 
approved  subject  to  the  conditions  stated  in 
each  loan  approval. 

d.  No  loan  funds  may  be  used  to  pay  for 
construction  supervision  or  to  pay  borrowers 
for  working  on  their  homes  or  on  the  homes 
of  others  who  are  participating. 


e.  The  construction  will  involve  as  much 
on-site  work  as  practicable,  to  obtain 
maximum  savings  to  those  participating. 

f.  Basic  plans  and  construction  methods 
should  be  standardized  to  the  extent 
practicable. 

Basic  Requirements 

Rural  housing  loans  will  be  made  by  FmHA 
to  those  who  participate  in  a  self-help 
housing  group  and  who: 

1.  Do  not  have  sufficient  income  to  build  a 
modest  home  by  customary  methods. 

2.  Are  creditworthy  by  FmHA  standards 
and  can  comply  with  all  other  eligibility 
requirements  for  rural  housing  loans. 

3.  Desire  to  build  a  home  of  their  own  that 
is  simple  in  design,  structurally  sound,  and 
low  in  cost. 

The  following  basic  conditions  are 
essential  to  the  success  of  a  self-help  housing 
venture: 

1.  A  sincere  spirit  of  cooperation  on  the 
part  of  ail  participants. 

2.  Competent  leadership  and  technical 
supervision. 

3.  A  complete  understanding  by  each 
person  of  the  responsibilities  involved. 

4.  Adequate  time  available  to  participants 
to  do  the  work. 

5.  Sufficient  skills  among  the  members  of 
the  group  to  do  at  least  the  basic  construction 
work. 

6.  All  the  building  sites  must  be  close 
enough  together  to  permit  convenient 
exchange  of  work. 

7.  Ordinarily  fit)m  6  to  10  families  can  work 
together  satisfactorily. 

Organization  and  Agreements 

An  understanding  should  be  reached  on 
important  items  such  as  when  the  individuals 
in  the  group  will  be  available  to  work,  the 
amount  of  work  to  be  performed,  the  number 
to  be  involved  in  the  various  work  groups 
and  the  amount  of  time  each  will  spend 
working  on  the  homes.  The  group  will 
develop  a  written  agreement  drawn  so  as  to 
be  binding  upon  all  members  signing  it. 
Attached  as  Exhibit  F-1  is  a  suggested  form 
of  such  an  agreement  called  a  Membership 
Agreement.  All  participating  members  will 
sign  the  Membership  Agreement  and  each 
applicant  will  be  given  a  copy.  Any  such 
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document  used  will  be  given  prior  review  and 
approval  by  the  FmHA  to  be  sure  that  it  is 
legally  adequate  and  does  not  conflict  with 
applicable  State  laws  or  FmHA  regulations. 
Tbis  should  be  done  with  the  assistance  of 
the  O^ice  of  the  General  Counsel. 

Each  applicant  will  execute  a  promissory 
note  for  an  amount  equal  to  the  value  of  the 
services  they  agree  to  perform  tor  the 
association  to  build  the  houses.  See  Exhibit 
F-2.  Such  a  note  should  not  be  secured  by  a 
lien  against  the  property. 

Preconstruction  Meetings 

The  successful  conduct  of  a  mutual  self- 
help  housing  program  requires  a  series  of 
meetings  with  those  participating.  These 
meetings  should  be  held  to  discuss  fully  all  of 
the  planning,  construction,  and  maintenance 
of  a  home,  the  responsibilities  of  home 
ownership,  and  the  requirements  for  a  FmHA 
rural  housing  loan.  These  meetings  also  will 
familiarize  the  applicants  with  the  self-help 
approach,  develop  mutual  confidences  among 
participants  and  develop  the  interest  of 
community  leaders  in  the  project.  During  the 
group  meetings  the  FmHA  County  Supervisor 
and  those  who  will  be  responsible  for  the 
supervision  of  the  construction  should  be 
able  to  learn  about  the  capabilities  of  the 
individuals  and  determine  the  extent  to 
which  construction  can  be  carried  out  under 
the  self-help  method. 

The  actual  number  of  meetings  held  will 
depend  on  the  rate  at  which  the  group 
progresses  toward  reaching  a  full 
understanding  of  the  responsibilities 
involved.  Experience  indicates  that  from  8  to 
10  meetings  usually  will  be  adequate.  Local 
people  should  be  used,  where  practical,  to 
discuss  appropriate  subjects  in  the  meetings. 
This  will  help  in  m'aking  the  local  community 
aware  of  the  self-help  program,  and  also  help 
obtain  local  acceptance  and  support  for  the 
project.  The  following  is  a  recommended 
sequence  of  meetings  and  a  suggested  list  of 
subjects  to  be  discussed: 

The  first  meeting  should  be  explanatory  in 
nature.  The  FmHA  County  Supervisor  should 
discuss  the  basic  principles.^volved  in 
mutual  self-help  housing,  together  with  a 
brief  explanation.of  the  purposes  and 
limitations  of  and  the  requirements  for  rural 
housing  loans.  The  County  Supervisor  should 
also  discuss  obligations  of  home  ownership 
such  as  loan  payments,  taxes,  insurance  and 
maintenance.  At  the  first  meeting,  time 
should  be  allowed  for  the  individuals  to 
become  acquainted  with  one  another.  In 
closing  the  first  meeting,  the  group  should  be 
informed  of  the  duties  and  responsibilities  of 
the  officers  and  committees  needed  to  carry 
out  a  mutual  self-help  program.  The  members 
of  the  group  should  be  considering  a  name  for 
the  organization  and  the  persons  best  suited 
for  the  various  positions  in  order  that  the 
officers  and  committees  can  be  selected  at 
the  next  meeting. 

At  the  second  meeting  an  association 
should  be  formed  and  the  officers  and 
committees  selected.  They  might  include  the 
following: 

1.  President 

2.  Vice-President 

3.  Secretary-Treasurer 

4.  Labor  Manager 


5.  Purchasing  Committee 

6.  Program  Committee 

Additional  meetings  are  essential,  but  the 
order  in  which  the  subjects  are  presented  or 
the  number  of  subjects  included  in  any 
meeting  may  vary.  The  following  topics  are 
suggested  for  a  series  of  meetings: 

Exhibit  F 

1.  Site  Planning  and  Building  Codes.  An 
architect,  FmHA  engineer,  or  a  good  builder 
who  also  does  home  designing  could  be 
invited  to  discuss  factors  in  selecting  house 
size.  The  local  building  inspector  could  be 
asked  to  speak  on  building  and  health  code 
requirements. 

2.  Home  Planning.  An  architect  or  home 
economist  may  be  invited  to  discuss  home 
kitchen  layouts,  traffic  patterns,  window 
placement,  economical  construction,  and 
other  considerations  in  the  selection  of  a 
good  house  plan. 

3.  Plans  and  Specifications.  The  group  will 
probably  have  questions  and  need  individual 
help  in  making  decisions  concerning  plans 
and  specifications  for  their  homes.  The 
County  Supervisor  and  the  construction 
supervisor  should  help  each  applicant 
develop  suitable  specihcations. 

4.  Cost  of  Materials.  The  purchasing 
committee  will  obtain  and  review  prices  of 
materials  and  contract  work.  At  one  of  the 
last  meetings  to  be  held  before  the 
construction  starts,  the  purchasing  committee 
should  report  on  its  recommendations  for 
buying  materials  and  awarding  contracts. 

5.  Taxes.  A  discussion  of  the  method  of  tax 
appraising  could  be  given  by  the  local  tax 
accessor.  Based  on  plans  and  locations  a 
rough  estimate  should  be  made  of  expected 
taxes. 

6.  Insurance.  A  local  insurance  agent  may 
be  asked  to  speak  on  insurance  for  Hre  and 
extended  coverage,  household  policies,  and 
other  coverages  of  interest  to  the  group  such 
as  liability  insurance.  The  FmHA  Coimty 
Supervisor  should  discuss  fire,  windstorm 
and  other  hazard  insurance  requirements  of 
RH  loans. 

7.  Mortgage  Requirements.  The  FmHA 
County  Supervisor  might  discuss  the  FmHA 
mortgage  and  related  requirements.  A  local 
attorney  might  be  asked  to  discuss  other  legal 
aspects  of  the  program. 

^^Maintenance  Costs.  The  County 
Supervisor,  the  construction  supervisor  or  a 
local  real  estate  agent  might  discuss  the 
importance  of  proper  maintenance  for  a 
home.  They  should  emphasize  how  money 
spent  for  maintenance  improves  appearance, 
helps  maintain  value  and  saves  money  in  the 
long  run. 

9.  Money  Management.  The  FmHA  County 
Supervisor  should  impress  upon  the  group  the 
necessity  of  following  the  basic  principles  of 
money  management  such  as  keeping  records, 
following  a  budget,  and  not  overspending  on 
non-essentials. 

10.  Labor  Sharing  Arrangement.  The  group 
should  discuss  and  reach  decisions  as  to  how 
the  members  will  share  the  labor,  how 
records  will  be  kept  of  time  worked,  how  to 
make  sure  that  labor  will  be  exchanged  on  a 
basis  that  is  fair  to  all  members  and  how  to 
evidence  and  record  these  decisions. 

11.  Use  of  Tools.  One  or  more  of  the 
meetings  should  include  demonstrations  and 


training  by  the  construction  supervisor  of  the 
safe  and  proper  use  of  tools.  Special  attention 
should  be  given  to  the  use  of  basic  tools  such 
as  level,  square,  rule,  saw,  and  any  power 
tools  that  might  be  used  in  the  construction. 

12.  Construction  and  Work  Procedures. 

The  authority  and  duties  of  the  Construction 
Supervisor  will  be  discussed  in  detail.  The 
procedures  for  actual  construction  will  be 
discussed  including  labor  sharing,  work 
teams,  order  of  development,  function  of 
committees,  time  reporting  for  work 
completed  and  future  hours  available. 

13.  Ground  Breaking  Plans.  The  final 
preconstruction  meeting  should  be  more  of  a 
social  get-together  than  a  business  meeting. 
This  is  also  die  logical  time  to  plan  a  ground 
breaking  ceremony  for  the  day  the  loans  are 
closed. 

Construction 

The  basic  work  is  performed,  largely  on  a 
labor  exchange  basis,  by  the  participating 
families  under  the  guidance  of  the 
construction  supervisor. 

The  group  may,  depanding  on  the  skills  of 
the  individuals,  plan  to  do  all  the  work  or 
plan  to  contract  for  work  which  they  cannot 
do  readily,  such  as  installation  of  wiring, 
plumbing  and  kitchen  cabinets  and 
equipment,  excavating  for  basements  and 
d^-wall  finishing.  Highly  skilled  or 
specialized  jobs  will  be  contracted  when 
such  services  are  not  available  in  the  group. 

There  may  be  an  inclination  on  the  part  of 
some  participants  to  want  to  concentrate  on 
their  own  homes,  particularly  after  the 
framing  is  in  place.  Therefore,  a  prior 
understanding  should  be  reached  regarding 
the  specific  responsibilities  of  each  family. 
Rather  than  completing  or  nearly  completing 
each  house  one  at  a  time,  work  should  start 
on  all  houses  and  each  stage  of  construction 
be  finished  on  all  before  starting  the  next 
stage  of  construction  on  any  house,  to  the 
extent  consistent  with  good  construction 
practices. 

To  effect  savings,  materials  for  all  the 
houses  may  be  purchased  from  the  one  or  _ 
several  suppliers  who  offer  the  lowest  prices. 
Also,  all  contracts  for  members  of  the  group 
may  be  awarded  to  the  same  contractors.  To 
illustrate,  the  plumbing  contractor  offering 
the  lowest  price  ordinarily  should  perform 
the  plumbing  for  all  of  the  dwellings. 

Each  borrower  will  pay  the  material 
supplier  for  materials  used,  and  the 
contractor  for  work  done,  on  its  own  home. 

All  deliveries  of  materials  will  be  itemized 
separately  for  each  home.  The  Association  as 
a  whole  after  considering  the  suggestions  of 
the  purchasing  committee  will  recommend 
the  suppliers  from  whom  materials  will  be 
purchased  and  the  contractors  to  whom  the 
contracts  will  be  awarded. 

The  construction  supervisor  with  the 
advice  of  the  president  of  the  association 
should  divide  the  group  into  work  teams. 

,Work  teams  should  be  organized  on  the  basis 
of  skills,  compatibility,  and  availability.  For 
example,  one  team  could  lay  out  and  pour  ,  ‘ 
footings  and  another  team  could  lay  bricks. 
The  third  team  could  begin  framing  as  soon 
as  the  foundation  is  ready. 

A  firm  understanding  will  be  reached  that 
no  changes  in  construction  fiY)m  the  approved 
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plans  and  speciHcations  may  be  made 
without  furnishing  the  County  Supervisor 
with  full  cost  Hgures  and  obtaining  approval 
in  advance.  If  any  change  results  in  a  need 
for  additional  funds,  they  must  be  furnished 
'  by  the  borrower  before  approval.  All  homes 
should  be  Hnished  at  or  about  the  same  time 
and  none  should  be  occupied  prior  to 
completion  of  them  all. 

The  Association  should  have  brief 
meetings,  at  least  once  a  week,  to: 

1.  Report  on  performance  and  hours  of 
work  performed. 

2.  Settle  any  disagreements. 

3.  Plan  work  schedule  and  purchases  for 
the  coming  week. 

Exhibit  F-1 

- Association 

Membership  Agreement 
We  understand  that  by  signing  this 
agreement  we  will  become  members  in  the 

- Association  when  we 

receive  adequate  credit  to  fmance  the  home 
we  intend  to  build.  We  have  read  the 
agreement  or  have  had  it  read  to  us  and  agree 
to  comply  with  all  its  provisions.  Each 
applicant  has  been  given  a  copy  to  keep. 

Purpose 

The  purpose  of  this  Association  is  to 
provide  a  way  whereby  each  member  can 
help  itself  and  every  other  member  to  build 
its  own  home. 

Membership 

Membership  will  be  limited  to  those 
persons  who: 

1.  Do  not  have  an  adequate  home: 

2.  Are  willing  to  work  with  the  other 
members  of  the  Association  in  building  their 
homes; 

3.  Have  a  commitment  to  obtain  financing 
for  the  cash  cost  of  their  home;  and 

4.  Sign  the  Membership  Agreement. 
Applicants  and  co-applicants  may  both 

sign  the  Membeship  Agreement.  As  used  in 
this  agreement  the  term  "Applicant”  means 
either  applicant  or  co-applicant  when  both 
sign  the  agreement,  or  the  person  signing 
when  only  one  signs. . 

Voting  Rights 

Each  member  will  have  one  vote  in  the 
election  of  officers  and  all  other  matters 
involving  a  decision  by  the  membership. 

Officers 

The  officers  of  the  Association  will  be  a 
President,  Vice-President  and  a  Secretary- 
Treasurer.  Each  will  be  elected,  at  a  meeting, 
by  a  majority  vote  of  all  the  members  and 
will  continue  to  hold  office  unless  the  officer 
resigns,  dies,  is  incapacitated,  or  is  removed 
by  vote  of  two-thirds  of  all  the  members  at  a 
called  meeting  for  the  purpose  of  considering 
such  removal.  The  duties  of  the  officers  will 
be  as  follows: 

The  President  will: 

1.  Call  membership  meetings  and  officers' 
meetings; 

2.  Preside  over  all  meetings; 

3.  Work  closely  with  the  construction 
supervisor;  and 

4.  See  that  committees  and  members  carry 
out  their  responsibilities  in  connection 
with  mutual  self-help  project. 


The  Vice-President  will: 

1.  Act  for  the  President  in  the  President’s 
absence,  and 

2.  Be  chairman  of  the  Program  Committee. 
The  Secretary-Treasurer  will: 

1.  Keep  the  minutes  of  each  meeting. 

2.  Handle  correspondence  of  the 
Association. 

3.  Collect  and  handle  through  a  checking 
account  in  the  Association’s  name,  funds 
the  organization  may  need.  These  may 
include  items  such  as  stationery,  stamps 
and  record  book. 

4.  Maintain  other  records  of  the 
Association  at  the  direction  of  the 
President. 

Appointed  Committees  and  Positions 

The  officers  by  majority  vote  will  appoint  the 
'  following  from  the  membership: 

1.  A  Labor  Manager  who  will  keep  records 
of  the  hours  worked  by  each  member  and 
notify  the  construction  supervisor  as  to 
the  availability  of  members  for  work  on 
the  housing. 

2.  A  Purchasing  Committee  of  three 
members  of  the  Association  that  will 
obtain  and  review  prices  and  cost 
estimates  for  the  houses  to  be  built  and 
recommend  contractors  and  suppliers  to 
be  used  by  the  members. 

3.  Two  of  the  three  members  of  the  Program 
Committee.  The  third  member  will  be  the 
Vice-President,  who  will  be  chairperson. 
This  committee  will  help  plan  meetings 
and  assist  in  obtaining  outside  speakers. 

Meetings 

Meetings  of  Officers  and  meetings  of 
members  will  will  be  held  as  often  as 
necessary  to  successfully  complete  the 
mutual  self-help  housing.  Meetings  may  be 
called  by  the  President  when  considered 
advisable  and  will  be  called  by  the  President 

at  the  written  request  of  not  less  the - 

members,  or  at  the  request  of  the  Farmers 
Home  Administration  County  Supervisor  or 
other  authorized  Farmers  Home 
Administration  employee.  Each  officer  or 
member  will  be  notified  at  least  three  days 
before  the  meeting  as  to  the  time,  date  and 
place  of  each  meeting  by  mail,  telephone  or 
by  announcement  at  the  preceding  meeting. 

Labor  Exchange  Agreement 
Each  member  agrees  to  furnish  700  hour/ of 
labor  for  the  construction  of  houses  of  the 
other  members  of  this  Association  in  return 
for  1,500  hours  of  labor  from  other  members 
in  the  actual  construction  of  its  house.  We 
understand  that  if  more  than  1,500  hours 
labor  is  required  from  each  member  to 
complete  all  houses,  each  member  will 
furnish  its  share  of  additional  labor  needed. 

In  case  less  than  1,500  hours  labor  is  required 
from  each  to  complete  all  the  houses,  each 
family’s  obligation  under  this  agreement  will 
be  satisBed  when  it  has  contributed  the 
number  of  hours  labor  actually  required. 

The  number  of  hours  worked  by  each 
member  or  by  any  other  person  for  any 
applicant  credit  will  be  verffied  by  the  Labor 
Manager.  Each  member  will  sign  a 
promissory  note  to  the  Association  in  the 

amount  of  $ - .  It  is  understood  the  amount 

of  $ - for  each  approved  hour  of  labor 

performed  will  be  credited  on  the  note  and 


that  the  note  will  be  satisfied  when  the 
number  of  hours  required  of  each  member 
has  been^  worked.  However,  if  any  member 
because  of  death,  illness,  or  injury  is  unable 
to  make  its  full  labor  contribution  personally 
or  from  other  sources  as  required,  that 
member  will  be  excused  to  that  extent  from 
performing  its  labor  agreement,  and  all  the 
other  members  will  assist  such  a  member  in 
completing  its  house  and  will  contribute  the 
additional  amount  of  labor  for  all  the  houses 
which  otherwise  the  stricken  member  would 
have  furnished. 

•  We  agree  to  exchange  labor  on  the 
following  basis: 

1.  Equal  time  will  be  allowed  for  labor 
performed  by  members  in  the  actual 
construction  of  the  homes  regardless  of  the 
type  of  work  involved. 

2.  Rates  for  time  allowances  for  labor 
performed  by  persons  other  than  members, 
will  be  determined  by  the  Officers  with  the 
approval  of  the  Labor  Manager  and  the 
construction  supervisor. 

3.  A  member  may  not  work  alone  on  the 
members  own  house  unless  the  job  can  be 
done  alone  and  the  consent  of  the 
construction  supervisor  has  been  obtained. 

4.  The  hours  worked  will  be  reported  by 
each  worked  to  the  construction  supervisor 
each  day.  The  construction  supervisor  will 
promptly  turn  in  a  work  sheet  for  each 
worker  to  the  Labor  Manager,  who  will  credit 
the  hours  worked  to  that  members  account. 

In  case  of  a  dispute  as  to  the  number  of  hours 
to  be  credited,  the  question  will  be  resolved 
by  a  majority  vote  of  the  officers  of  the 
Association. 

General  Agreements 
We  agree  that: 

1.  The  Association,  by  majority  vote,  will 
determine  and  recommend  the  best  way  to 
buy  materials  and  recommend  contractors  for 
any  skilled  work.  Each  member  shall  make 
its  own  decision  in  selecting  the  type  of 
building  materials  and  in  selecting  a 
contractor  from  those  recommended  by  the 
Association.  Each  member  shall  pay  the  cost 
of  materials  and  the  contractor  in  connection 
with  its  own  hornet 

2.  The  Association  will  collect  cost  of 

operation  of  the  Association  from  members, 
not  to  exceed  $ - from  each  member. 

3.  The  Association  will  collect,  by  any 
means  available,  payment  for  failing  to 
provide  the  amount  of  labor  agreed. 

4.  The  Association  will  act  for  the  group  in 
other  matters  related  to  the  project  when 
authorized  by  a  majority  of  the  members. 

5.  Property  insurance  will  be  obtained  by 
the  members  as  required  by  the  Farmers 
Home  Administration.  Members  also  will 
obtain  workmen’s  compensation  insurance  as 
required  by  State  law  or  public  liability 
insurance  against  claims  of  others  when 
required  by  the  Farmers  Home 
Administration. 

Dissolution 

After  a  determination  is  made  by  the 
officers  that  the  last  house  is  completed  and 
that  there  are  no  obligations  of  or  to  the 
Association,  upon  majority  vote  of  the 
members  and  with  the  consent  of  the  Farmers 
Home  Administration  the  Association  shall 
terminate. 
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Amendments 

Amendments  to  this  agreement  may  be 
made  by  a  majority  vote  of  the  members,  at  9 
meeting  called  for  the  announced  purpose  of 
considering  amendments,  to  take  effect  upon 
approval  by  the  Farmers  Home 
Administration  County  Supervisor;  but  no 
amendments  may  decrease  the  rights  or 
increase  the  liability  of  any  member  without 
such  member’s  consent. 

Date  - 

Signed  Applicant - 

Date  - 

Signed  Co-applicant  - 

Date  - 

Signed  Applicant - 

Date  ■  . .  . 

Signed  Co-applicant  - 

Date  - 

Signed  Applicant - 

Date  - 

Signed  Co-applicant  - 

Date  - 

Signed  Applicant - 

Date  - 

Signed  Co-applicant  - 

Exhibit  F-2 
Promissoif  Note 

Date - 

Eighteen  months  after  date,  for  value 
received,  we  promise  to  pay  to  the 

Association  or  order  the  sum  of 

- ($  ),  We  have  agreed 

to  furnish  said  Association  700  hours  of  our 
own  labor  or  the  labor  of  other  persons  as 
approved  by  the  o^icers  and  Labor  Manager 
of  the  Association  and  the  construction 
supervisor  in  accordance  with  the 
Membership  Agreement  of  the  Association. 
Credits  will  be  made  on  this  note  at  the  rate 

of  $ - for  each  hour  worked  by  either  of  the 

undersigned,  and  at  a  rate  determined  in 
accordance  with  the  Membership  Agreement 
for  each  hour  worked  by  any  other  person  for 
the  account  of  the  undersigned,  in  the  next 
eighteen  months.  'This  note  will  be  satisHed 
when  the  undersigned  have  furnished  the 
actually  required  number  of  hours  labor.  All 
time  worked  must  be  approved  by  the  Labor 
Manager  of  the  Association.  This  note  is 
subject  to  all  provisions  of  the  Membership 
Agreement. 

Applicant - 

Co-applicant - 

Address - 

Witness - 

Exhibit  G 

Information  Required  To  Package 
Applications  for  Section  502  Rural  Housing 
Loans 

I  General  Information:  Persons  or 
organizations  that  want  to  assist  applicants 
in  submitting  applications  to  the  Farmers 
Home  Administration  (FmHA)  should  first 
meet  with  the  County  Supervisor.  If  these 
discussions  indicate  that  the  person  or 
organization  is  capable  of  satisfactorily 
delivering  complete  information  about 
applicants  and  houses  that  are  likely  to 
qualify  for  Rural  Housing  (RH)  loans,  the 
County  Supervisor  will  review  in  detail  the 
information  that  is  needed  and  the  processing 
steps  required  in  completing  an  RH  loan.  The 
County  Supervisor  will  provide  assistance 


and  guidance  to  all  packagers  in  obtaining 
the  required  information.  The  following 
FmHA  forms  and  this  exhibit  may  be 
provided  to  prospective  packagers  as  heeded: 
A  Form  FmHA  444-12,  “Check  Sheet  for 
Rural  Housing  Loan  Package." 

B  Form  FmHA  41(M,  “Application  for  Rural 
Housing  Loans  (Nonfarm  Tract].” 

C  Form  FmHA  410-1,  “Application  for 
FmHA  Services.” 

D  Form  FmHA  410-5,  “Request  for 
Verification  of  Employment.” 

E  Form  FmHA  422-8,  “Property  Information 
and  Appraisal  Report — Rural  Housing 
Nonfarm  Tract.” 

F  Form  FmHA  424-2,  “Description  of 
Materials.” 

G  Form  FmHA  440-34,  “Optioft  to  Purchase 
Real  Property.” 

II  Information  Packager  or  Applicant 
Must  Pmvide: 

A  Information  To  Be  Submitted  For  All 
Applicants. 

1  The  applicant  should  complete  the 
appropriate  application  for  (FmHA  Form  410- 
1  or  410-4). 

a  All  information  must  be  complete  and 
accurate. 

b  If  the  applicant  has  business  income, 
the  current  operating  statement  must  be 
attached. 

c  The  applicant  must  date  and  sign  the 
application  form. 

2  Form  FmHA  410-5,  is  used  to  check 
employment  and  income  of  applicants.  The 
form  should  be  mailed  to  the  employer  to  be 
completed  and  returned  directly  to  the 
County  Office.  FmHA  will  not  provide 
franked  envelopes  to  a  packager  for  this 
purpose. 

3  In  cases  where  it  appears  that  the 
applicant  has  sufficient  income  or  assets  to 
qualify  for  housing  credit  from  another 
source,  a  diligent  effort  must  be  made  to 
obtain  such  credit  from  at  least  two  lenders 
who  customarily  make  long-term  housing 
loans  in  the  area.  If  such  lenders  are  unable 
to  provide  the  credit  needed,  their  written 
response  stating  why  they  cannot  assist  the 
applicant  should  be  included  in  the  loan 
package. 

4  The  information  speciffed  in  paragraphs 
II B  or  II C  below,  which  ever  is  applicable, 
will  be  submitted.  In  case  FmHA  has  issued  a 
conditional  commitment  on  the  property, 
information  on  the  house  will  be  on  Hie  in  the 
County  Office  and  need  not  be  resubmitted. 

5  If  a  house  to  be  purchased  is  under 
construction,  the  loan  will  not  be  closed  until 
construction  is  completed.  In  such  a  case  the 
information  in  paragraph  II C  below  will  be 
submitted. 

B  Information  needed  for  loans  to 
purchase  new  homes  or  to  build  or 
rehabilitate  homes.  The  information 
requested  on  the  front  page  of  Form  FmHA 
422-8  will  be  submitted  along  with  the 
completed  form.  This  applies  regardless  of 
whether  a  conditional  commitment  is  being 
requested  in  connection  with  the  package. 
When  Form  FmHA  424-2  is  completed,  item 
31  of  the  form  should  include  a  complete 
description  of  the  foundation  plantings,  trees, 
seeding  or  sodding  that  are  included  in  the 
contract. 

C  Information  to  be  Submitted  for  Loans 
To  Buy  Existing  Homes. 


1  A  signed  or  certiHed  copy  of  an  option 
on  the  property.  The  option  must  provide  that 
any  payments  made  by  the  applicant  will  be 
refunded  if  the  loan  is  not  made.  Form  FmHA 
440-34,  may  be  used  for  this  purpose. 

2  A  termite  certification  whenever 
required. 

3  In  case  major  improvements  are 
involved,  submit  three  sets  of  complete 
drawings  and  specifications  of  the  work  that 
must  be  done,  and  a  contractor’s  bid  or  a 
reliable  cost  estimate. 

4  If  the  house  qualffies  as  an  existing 
home,  is  less  than  a  year  old,  and  an 
individual  water  or  sewage  system  is 
involved,  include  a  certification  by  the 
builder  that  the  house  and  any  water  and 
waste  disposal  system  have  been  or  will  be 
built  or  installed  in  accordance  with  the  local 
building  codes  and  plans  and  specifications. 
Such  plans  and  specifications  w'ill  also  be 
submitted.  Evidence  of  approval  by  health 
authorities  having  jurisdiction  in  the  area 
also  will  be  included.  If  the  house  is  a  year  or 
more  old,  the  County  Supervisor  will 
determine  that  the  water  and/or  sewage 
system  is  functionally  adequate  and  that  the 
house  meet  FmHA  requirements. 

5  Form  FmHA  A2Z-Q  with  Part  1 
completed.  Also  the  information  concerning 
the  applicant’s  name  and  address  on  the 
bottom  of  the  first  page  should  be  completed. 

6  Direction  map  to  the  property. 

7  Plot  plan  drawn  to  scale  showing  house 
location  and  related  facilities. 

Ill  Review  and  Acceptance  of  Completed 
Package:  During  the  initial  discussions  with 
packagers,  the  packager  should  understand 
the  necessity  for,  and  agree  that,  the  loan 
packages  will  be  assembled  in  the  order 
shown  on  Form  FmHA  444-12  before  they  are 
delivered  to  the  County  Office.  Form  FmHA 
444-12  must  be  signed  by  the  packager  and 
be  included  with  the  materials  submitted; 
otherwise,  the  packaged  application  will  not 
be  accepted.  The  County  Supervisor  should 
review  each  loan  package  when  it  is  received 
and  request  any  additional  information 
needed.  The  County  Supervisor  will 
determine  eligibility  according  to  FmHA 
Instruction  1910-A  but  will  not  proceed  with 
the  processing  of  the  loan  until  the  applicant 
has  been  interviewed.  A  personal  interview 
will  be  conducted  by  an  FmHA  employee 
with  all  applicants  before  approval  of  the 
requested  loan  in  accordance  with  §  1944.26 
(c)  of  this  Subpart. 

A  If  the  applicant  appears  to  be  qualihed 
and  all  needed  material  is  available,  the 
County  Supervisor  will  complete  an  appraisal 
of  the  property  and  the  processing  of  the 
application. 

B  If  a  loan  can  be  approved,  the  County 
Supervisor  will  notify  the  applicant  including 
any  requirements  that  must  be  met  prior  to 
closing  the  loan.  If  for  any  reason  a  loan 
cannot  be  made,  the  County  Supervisor  will 
notify  the  applicant  and  the  packager.  If  the 
loan  is  denied  because  the  applicant  is 
determined  ineligible  the  applicant  will  be 
notified  in  accordance  with  §  1910.6,  Subpart 
A,  Part  1910. 

IV  Packagers '  Responsibilities:  Packagers 
should  fully  understand  their  responsibilities 
in  helping  applicants  to  assemble  their  RH 
loan  applications.  'They  should  also 
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understand  that  no  fees  may  be  charged  for 
providing  this  service. 

V  District  Directors '  Review  of  Loans 
Originated  by  Application  Packagers:  District 
Directors  are  responsible  for  reviewing  the 
file  of  a  representative  number  of  borrowers 
whose  RH  applications  were  submitted  to  the 
County  Office  by  a  packager.  At  least  5 
percent  of  the  cases  packaged  by  each 
packager  working  in  the  county  will  be 
reviewed.  The  folders  reviewed  will  be 
randomly  selected  and  reviewed  at 
scheduled  office  visits  throughout  the  year  in 
accordance  with  §§  2006.604(c)  and 
2006.605(a)  (1)  of  FmHA  Instruction  2006-M 
(available  in  any  FmHA  office).  The  reyiew 
will  be  made  to  determine  whether  the 
applicant's  income  was  properly  verified;  any 
credit  report  received  was  mailed  from  the 
Credit  Reporting  Hrm  directly  to  the  County 
Supervisor  the  County  Supervisor 
interviewed  and  counseled  with  the  applicant 
prior  to  loan  approval;  the  applicant  was 
eligible  for  the  RH  assistance  granted;  and 
the  loan  was  in  accordance  with  FmHA 
procedures.  Any  incidence  of  unethical 
activity  by  a  packager  or  the  approval  of 
improper  loans  by  a  County  Supervisor  will 
be  reported  promptly  to  the  State  Director  for 
appropriate  handling. 

Exhibit  H 

Rural  Hausing  Applicant  Interview 

The  following  items  will  be  reviewed  in 
detail  during  a  personal  interview  between 
the  rural  housing  loan  applicant  and  County 
Supervisor  to  assure  an  understanding  of 
Farmers  Home  Administration  loan  making  a 
loan  servicing  authorities,  and  the 
responsibilities  of  the  applicant/borrower. 

No  loan  will  be  closed  without  signed 
evidence  that  this  interview  has  been  held. 

1.  Equal  Credit  Opportunity:  FmHA 
assistance  and  services  shall  not  be  denied  to 
any  person  or  applicant  as  a  result  of  race, 
sex,  national  origin,  color,  religion,  marital 
status,  age,  physical  or  mental  handicap 
(applicant  must  possess  the  capacity  to  enter 
into  a  legal  contract  for  services),  receipt  of 
income  from  public  assistance,  or  because 
the  applicant  has,  in  good  faith,  exercised 
any  right  under  the  Consumer  Credit 
Protection  Act. 

2.  Income:  Eligibility  is  limited  to  those 
applicants  with  low  or  moderate  income  who 
are  creditworthy  and  have  repayment  ability 
for  the  loan  requested.  The  planned  income 
to  be  received  by  the  applicant  and  all  other 
adults  who  live  or  propose  to  live  in  the 
dwelling  during  the  next  12  months  must  be 
included. 

3.  Adjusted  Income:  Qualification  for  low 
or  moderate  income  is  based  on  adjusted 
income.  This  is  the  total  annual  income  less  5 
percent  thereof  and  less  $300  for  each  minor 
person  who  is  a  member  of  the  immediate 
household  and  lives  in  the  home.  Other 
deductions  are  contained  in  the  regulations. 

4.  Eligibility:  A  determination  of  applicant 
eligibility  is  not  an  assurance  that  a  loan  will 
be  approved.  Loan  approval  will  depend  on 
an  inspection  and  appraisal  of  the  dwelling 
the  applicant  wishes  to  purchase  and  the 
applicants  repayment  ability  for  the  amount 
of  loan  needed  to  purchase  the  dwelling. 

5.  Application  Processing  Priorities: 
Applications  will  be  processed  in  the  order  of 


priorities  as  outlined  in  FmHA  regulations. 
When  funds  are  inadequate  to  serve  all 
eligible  applicants  the  order  or  processing 
will  be  established  at  the  beginning  of  each 
funding  period  considering  applications  on 
hand  and  not  in  process  at  that  time. 

6.  Counseling:  Credit  counseling  is 
available  at  the  local  County  OfHce  for  any 
applicant  or  borrower  who  needs  or  desires 
such  assistance.  This  will  include  assistance 
in  budgeting  and  the  use  and  management  of 
household  income. 

7.  Cosigner:  An  applicant  who  does  not 
have  repayment  ability  may  furnish  a 
cosigner  who  will  guarantee  repayment  of  the 
loan.  Such  cosigner  must  be  approved  by 
Farmers  Home  Administration. 

8.  Legal  Fees:  The  applicant  must  pay 
necessary  legal  fees  for  title  examination  and 
loan  closing.  Escrow  Agents  or  Designated 
Attorneys  will  be  employed  for  this  service. 

In  some  cases  the  fees  may  be  included  in  the 
loan. 

9.  Interest  Credit:  Interest  credit  is 
available  to  qualified  low-income  applicants 
whereby  the  interest  rate  on  the  loan  may  be 
reduced  to  a  minimum  of  1  percent.  The 
amount  of  interest  credit  granted  depends  on 
the  borrower’s  income  which  will  be 
reviewed  at  least  every  2  years. 

10.  Improper  Interest  Credit:  Interest  Credit 
or  other  subsidy  assistance  granted 
improperly  either  as  a  result  of  false 
information  or  through  error,  will  be  repaid 
by  the  borrower. 

11.  Recapture  of  Interest  Credit:  Interest 
credit  received  by  a  borrower  will  be  subject 
to  repayment  to  the  Government  when  the 
mortgage  will  be  released,  when  the  loan  is 
assumed  by  another  person(s),  when  the 
property  is  sold,  or  when  it  is  no  longer 
occupied  by  the  borrower. 

12.  Monthly  Payments:  Regular  payments 
must  be  made  on  or  before  the  due  date. 
Payments  will  be  applied  first  to  unpaid 
interest  and  the  balance  to  principal.  If  for 
any  reason  a  payment  cannot  be  made  on 
time  the  borrower  should  immediately 
contact  the  local  county  office. 

13.  Insurance:  Every  borrower  will  be 
required  to  obtain  property  insurance  in  a 
minimum  amount  specified  by  FmHA.  The 
cost  must  be  paid  by  the  borrower  and  is  not 
included  in  the  regular  monthly  payment. 

14.  Taxes:  All  real  estate  taxes  must  be 
paid  by  the  borrower  directly  to  the  local 
taxing  office.  They  are  not  included  in  the 
regular  monthly  payment.  Nonpayment  of 
taxes  can  result  in  public  sale  of  the  property 
by  the  local  tax  authority  or  foreclosure  by 
the  Farmers  Home  Administration. 

15.  Graduation:  FmHA  is  a  supplemental 
source  of  credit  and  does  not  replace 
conventional  lenders.  When  another  source 
of  credit  becomes  available,  the  borrower 
will  be  so  advised  and  will  be  expected  to 
pay  the  FmHA  loan  in  full. 

16.  Compensation  for  Construction  Defects: 
For  newly  built  dwellings  the  government 
may  in  some  cases  pay  for  major  defects  in 
dwelling  construction  which  are  not  repaired 
by  the  builder.  To  be  eligible,  a  claim  must  be 
nied  at  the  FmHA  County  Office  within  18 
months  after  the  warranty  becomes  effective. 

17.  Moratorium:  Borrowers  may  apply  for  a 
postponement  of  pa3nnent8  if  due  to 


circumstances  beyond  their  control  they  are 
unable  to  continue  making  scheduled 
payments  on  the  loan  without  unduly 
impairing  their  standard  of  living.  Some  of 
these  circumstances  are:  Loss  of  job  or 
sudden  reduction  of  income  from  other 
sources;  a  loss  of  income  or  a  substantial 
increase  in  expenses  due  to  injury,  illness,  or 
death  in  the  family. 

18.  Occupany:  Borrowers  must  personally 
occupy  the  dwelling.  Failure  to  do  so  may 
result  in  the  loan  being  declared  due  and 
payable  in  full.  If  for  reasons  beyond  their 
control  it  becomes  necessary  to  rent  the 
dwelling  temporarily,  permission  may  be 
granted  by  the  County  Supervisor. 

19.  Appeal:  Applicants  or  borrowers  may 
appeal  any  FmHA  program  administrative 
action  by  which  they  are  directly  or 
adversely  affected.  This  includes  having  a 
request  for  FmHA  assistance  denied  or 
having  FmHA  assistance  reduced,  cancelled, 
or  not  renewed.  The  County  Supervisor  will 
provide  information  on  appeal  procedures. 

The  above  items  were  discussed 

on - and  we  acknowledge 

receipt  of  a  copy  of  the  discussion  outline. 
County  Supervisor  ■ 

Applicant - 

Co-Applicant  - — ^ - 

Original  to  Borrower  case  file 
Copy  to  Borrower 

This  document  has  been  reviewed  in 
accordance  with  FmHA  Instruction 
1901-G  “Environmental  Impact 
Statements”.  It  is  the  determination  of 
FmHA  that  the  proposed  action  does  not 
constitute  a  major  Federal  action 
significantly  affecting  the  quality  of  the 
human  environment  and  in  accordance 
with  the  National  Environmental  Policy 
Act  of  1969,  P.L.  91-190,  an 
Environmental  Impact  Statement  is  not 
required.  This  proposal  has  been 
reviewed  under  the  USDA  criteria 
established  to  implement  Executive 
Order  12044,  “Improving  Government 
Regulations”.  A  determination  has  been 
made  that  this  action  should  not  be 
classified  “Significant”  under  those 
criteria.  A  Draft  Impact  Analysis  has 
been  prepared  and  is  available  from 
Office  of  the  Chief,  Directives 
Management  branch.  Room  6346,  South 
Building,  Washington,  DC  20250. 

(42  use  1480;  delegation  of  authority  by  the 
Secretary  of  Agriculture,  7  CFR  2.23; 
delegation  of  authority  by  the  Assistant 
Secretary  for  Rural  Development,  7  CFR  2.70) 

Dated:  February  7, 1980. 

Gordon  Cavanaugh, 

Administrator,  Farmers  Home 
Administration. 
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